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“Our Insurance on his loan 


made two more good friends for the Bank” 


One of the benefits to banks carrying 
Connecticut General Personal Loan Insurance, is the 
good will created when heirs of a borrower and his 
co-maker are relieved of all responsibility in case 
he dies. 


And this protection increases your volume of per- 
sonal loans by eliminating a prospective borrower's 
worry lest the debt fall on others. It gives your loan 
department a different personality, a reason for choos- 
ing your bank over others. 


Creatiné new joans 
“rough core Connecticut General Personal Loan Insurance 
a is a new, inexpensive, business-building asset to banks, provided by one of 


the country’s foremost group insurance carriers. Connecticut General writes 


Complete facts on advantages and cost 
of Personal Loan Insurance. Write for 
your copy. We also supply advertising 


every form of group insurance. Its group renewal ratio, well over 95%, is 
among the highest of all group-writing companies. 


Organized in 1865, the Connecticut General has paid over $260,000,000 to 
policyholders and has over a billion dollars of life insurance in force. 


onnecticut General 


mats and booklets to bank policyholders, LIFE INSURANCE COMPANY 


Hartford, Connecticut 
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The Condition of BUSINESS 


OVERNMENT deficits in the midst of plenty and a 
t. new kind of labor unrest are causing anxiety as trade 
and industry enter the second half of 1937. The solu- 
tion of both problems rests largely with public opinion, 
which seems to be increasingly impatient with strike dis- 
orders and convinced that the country should balance its 
budget while there is an opportunity and start paying its 
debts. 

Business men feel that the Government should make more 
aggressive efforts to live within its means. The period of pros- 
perity through which we are passing has brought about a 
marked reduction in unemployment and a substantial rise 
in the national income, yet the relief rolls are still large and 
the bill is a matter of ten figures. 

Unton Controu. Much depends on how the labor situa- 
tion develops. The current controversy is unusual in that it 
involves a dispute over union control. Questions relating to 
higher wages or better working conditions have assumed a 
secondary position. Indeed, where such issues have arisen 
industry appears to be endeavoring, as effectively as pos- 
sible, to remove the causes of complaint. 

Business Activity. Seasonal tendencies considered, 
trade volumes have been maintained thus far. On the whole, 
the record has presented a favorable appearance, particu- 
larly in view of the prevalence of serious strikes, pending 
legislation embodying revolutionary changes in Government 
control of wages and hours, the protracted decline in stocks 
and, of course, the now familiar procrastination over Gov- 
ernment budget balancing and economy. 

However, any extended period of labor strife, for whatever 
cause, would certainly have a damaging psychological effect, 
to say nothing of the severe dent in national purchasing 
power as a result of lost wages and profits. 

Backtoc. Aside from the effects of strikes, immediate 
business prospects hardly seem better than a month ago 
when the failure of new orders to keep pace with current 
production caused some misgivings. It is now generally 
realized that much of the buying volume in recent months 
represented an anticipation of higher prices and the labor 
difficulties which have since arrived. This forward ordering 
has sustained business well into the Summer; but it also 
satisfied immediate needs, and many buyers are out of the 
market. Thus some trade recession shortly seems inevitable. 

Heavy Inpustries. Automobile production schedules 
have been interrupted by forced closings, but sales are high. 
The Automobile Manufacturers’ Association reported sales 
for the first four months of 1937 at 1,502,963 units compared 
with 1,480,031 in the same period of 1929, the previous rec- 
ord. So far this year purchases of new cars are 13 per cent 
above those of 1936. 

Steel activity dropped sharply when the strike spread 
among the so-called independent producers; presumably 
the rate of activity would have tapered off anyway from its 
recent excursion into the 90’s. The industry’s backlog is 
sufficient to keep it comfortably and profitably busy for 
some time, and new orders are running at about 75 per cent 
of current shipments, a good proportion at this season. 

New Buitpinc. There has been considerable variation in 
the volume of new building contracts, but on the whole the 
figures have averaged about 10 per cent over last year, the 


| chief feature being an increase in private construction. This 


has risen as public building has fallen off. The largest gain 
July 1937 


comes in industrial construction which supports the long 
term prospects for good business. However, a steady increase 
in costs carries the possibility of a slower building rate. 

OTHER TRADE. Retail business has been spotty and in 
some districts disappointing. A small slump in consumers’ 
goods industries, reflecting sales conditions, is generally 
considered a natural reaction from many months of steady 
advance. Textiles offer an example. The unprecedented 
activity of that industry for more than a year has undoubt- 
edly reached its peak; at least, for the past three months 
new orders have fallen short of output. 

IMPROVING Propuction Facitities. The demand for 
capital goods continues. Steel, automobile, tire, chemical, 
machinery and other manufacturers are making heavy out- 
lays for modernization, decentralization and reequipment of 
plants. Machine tool output so far this year has been the 
heaviest in the industry’s history. Railways are continuing 
their outlays for betterments and new rolling stock. 

Our STERILIZED GoLp. Indirectly, finance is still domi- 
nated by imports of gold. It is still uncertain how far the 
Government economy movement will affect the prospective 
deficit for the new fiscal year, but with constant new, though 
modified, demands on the Treasury it is unlikely that econ- 
omy can save more than extravagance will dissipate. The 
social security program will withdraw more than a billion 
dollars of Government securities from the market next year, 
so that even with a considerable deficit on net account, 
probably no new money will be borrowed by the Government 
except for sterilizing incoming gold. 

The “inactive” gold fund is about a billion dollars and it 
is estimated that Europe has at least another billion. of 
privately held metal, part of which may find its way here in 
the next few months. Whatever the amount may be, it must 
be offset by issues of bills or Treasury notes. 

Rumors of a change in Government policy have been offi- 
cially denied and indeed few close observers believe that any 
other policy is now practicable. The general prospect is for 
an end to heavy Government borrowing and a rather sharp 
reversal from demands upon the money market which have 
persisted during the past seven years. 

Money. Interest rates seem to have become fairly well 
stabilized, with some adjustment of the unnatural margin 
between long and short term rates. The general situation is 
indicated by the fact that the Treasury has been compelled 
to increase the rate on its notes. The June financing of 
$800,000,000, half in 136 per cent two-year notes and half 
in 134 five-year notes, is at the highest rate for these maturi- 
ties in three years. The increase in reserve requirements and 
a better demand for commercial loans have had a part in 
lifting the rate. 

It is to be noted that movements in our bond market 
have been paralleled in Canada, Great Britain and France. 
Such movements in Great Britain for the most part recently 
have preceded those in the United States, leading to an im- 
pression among some observers that the London market 
has been having an undue influence upon the American. 
With the passing of the June financing and with adjust- 
ments following increased reserve requirements the con- 
sensus of the market is that there will be slight changes in 
money rates before Autumn. What happens in the clos- 
ing months of the year will depend upon business con- 
ditions. 
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How much does it cost 
to make a dream come true? 


Do you DREAM of someday owning a green oasis in 
the country? 

You can make that dream come true. 

Do you hope to send your son or daughter to col- 
lege? Have a business of your own? Enjoy financial 
independence by the time your temples are grey? 

Small amounts, put aside regularly, can provide 
the money needed for any or all of these things. Let 
an Investors Syndicate representative show you how. 

He can show you how any man with ten or fifteen 
years of earning power left—even a moderate earning 
power—can make a financial success of his life. 


He can show you how thousands of people have 


INVESTORS SYNDICATE 


Established 1894 


Living Protection...everyman's road 
to financial security 


done so. People who have— merely by putting aside 
small sums regularly—acquired $5,000, $10,000, 
$25,000 or more through the Investors Syndicate 
plan of Living Protection. Ask him to explain how 
you may do this. 


Ask him to show you the soundness of this plan 
and how this money will be protected—by an insti- 
tution which for nearly half a century has enjoyed 
the endorsement of authorities in sound finance and 
paid every obligation on time, when due. 

Ask him to see you. And today, write Investors 
Syndicate, Dept. B-77, Minneapolis, Minn., for a 


booklet you will find worth thoughtful reading— 
A New Plan of Life. 


Investors Syndicate agency offices 
in 172 leading cities, including: 


New York{ - Baltimore - Richmond - Memphis 
New Orleans - Chicago - Indianapolis - Des Moines 
Los Angeles 
Cleveland + Montreal* - Toronto* + Winnipeg 


Oklahoma City - Salt Lake City - 


Home Office: Minneapolis, Minn. 


tOffice Investors Syndicate Title and Guaranty Co. 


*Office Investors Syndicate, Ltd., Canada 


These companies are affiliates of Investors Syndicate 
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NEW BOOKS 


Country Banking 


an active literary pursuit, writers are also closely 

examining its sociological aspects, and the banker 
finds on his current reading lists many books that deal with 
social trends. These, somewhat more tardy in making their 
appearance, are scarcely less important in their bearing on 
the future of human relationships. 

Much of this material is factual, the fruit of research, and 
is presented with a minimum of interpretation, the latter 
operation being left to the reader who may or may not wel- 
come the opportunity to do some independent thinking. 

* * * 


Nan ectiv economic dissection of the depression is still 


How the economic upheaval affected 140 village-centered 
agricultural communities is told in Rural Trends in Depres- 
sion Years (Columbia University Press, New York, $3.25). 
This book, by Edmund deS. Brunner and Irving Lorge of 
Teachers College, Columbia, presents a broad picture of 
rural sociology from 1930 to 1936. The discussion includes 
reports on the changes in trade, industry, banking, educa- 
tion, religion and social life. It also considers relief. 

Going into some detail with regard to banks in the 140 
villages, the book offers comparative data on the number of 
banks, deposits, failures, mergers, branches, the number of 
places without banks, average number of banks per village, 
composite figures on resources and liabilities, and postal 
savings facilities (which increased from 63 departments in 
1930 to 85 in 1935). In summary, the authors find that the 
incidence of bank failure “was greatest in places with popu- 
lations under 2,500. 

“The entire history of the depression and its results on the 
banking situation in these villages indicate three things: 
first, a great financial loss in terms of money lost by deposi- 
tors; second, the curtailment and elimination of banking 
facilities; and third, an increased tendency towards branch 
banking. It is apparent that readjustments in banking are 
necessary to prevent similar recurrences of bank failures and 
to prevent monopolistic banking practice in villages and their 
surrounding communities.” 

Another recently published study is the widely publicized 
Middletown in Transition, by Robert S. Lynd and Helen 
Merrell Lynd (Harcourt, Brace and Company, New York. 
$5). This book takes up the story of “ Middletown” in 1925 
—where the Lynds’ previous survey left it—carries it through 
the boom and depression years, and ends with the election 
of 1936. Essentially a microscopic study of American culture, 
it inventories the small city section of our national life during 
a critical decade and on the threshold of a perplexing future. 
The fortunes of Middletown’s banking institutions, includ- 
ing building and loan associations, are reviewed in an ap- 
pendix to which an unnamed local banker contributes com- 
ment. 

* * * 

An example of banking studies by a state group is pro- 

vided by the 1937 report of the research committee, Indiana 


Bankers Association. (See “‘How Indiana Researched” on 
page 26). The Hoosier bankers have approached their 
research problem from two angles. Using the facilities of the 
School of Business Administration, Indiana University, the 
objective viewpoint of trained scholars was obtained; utiliz- 
ing the services of the committee members, the practical 
viewpoints of representative Indiana bankers were woven 
into the discussion and conclusions. ; 

Part I, “A Study in Recent Banking Trends”’, covers in 
detail the changes in Indiana banking for the period 1916- 
1936. Part II, “ Merchandising Your Bank’s Services”, con- 
tains a discussion of and suggestions for a complete, inte- 
grated measured service plan adaptable to any bank. The 
report, 184 pages long, reviews, among other things, popula- 
tion increases since 1800, manufacturing trends, new meth- 
ods of financing, and agricultural credit. A section on the 
adequacy of the Indiana banking system shows that all 
communities with an appreciable demand for banking facili- 
ties are either served by banks, or are so located that 
branches within the county boundary limitations of the 
state law could be established. The report says there is some 
reason to believe that, rather than a scarcity of units, there 
is a larger number than is absolutely necessary. 


BOOKS IN BRIEF 


COMMEMORATING its 50th anniversary, the Kansas 
Bankers Association publishes The Story of Banking in 
Kansas. This attractively printed little book contains much 
information about Kansas banks and bankers, and is a 
souvenir worthy of a golden jubilee. 

R. G. Hawtrey, Assistant Secretary of the British Treas- 
ury, has published a new book that will interest many Amer- 
ican readers. Entitled Capital and Employment (Longmans, 
Green & Company, New York, $5), it is a critical study of 
some current economic doctrines as expressed in works by 
J. M. Keynes, Major Douglas of social credit fame, and 
others. 

The Common Stock Theory of Investment. By Chelcie C. 
Bosland. (Ronald Press, New York. $2.50.) Dr. Bosland, 
associate professor of economics at Brown University, sum- 
marizes various studies of this theory and considers the 
evidence on both sides, especially in the light of depression ex- 
perience. Given a number of conditions, such as diversifica- 
tion, discretion and reasonable price levels, he finds reason to 
believe that over a period of years common stocks will con- 
tinue to yield a better return than high grade bonds. But if 
the investor’s knowledge is inadequate, he will probably 
learn that a savings bank return is rather attractive, after all. 

Capital Surplus and Corporate Net Worth. By Raymond P. 
Marple. (Ronald Press, New York, $3.) A statement of ac- 
counting principles with respect to capital surplus, by the 
head of the research and service department, National 
Association of Cost Accountants. 
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Amos Tuck School 


& BANKING is primarily the business of 
accepting or rejecting participation in risks. 
As a credit specialist, the banker is accustomed 
to examine and review each risk not only 
individually but also in relation to the status 
of all other risks already assumed. When funds 
are placed in local loans, their selection and 
supervision is largely a matter of personal 
contact. But when the bank buys bonds, it is 
participating in loans someone else has made. 
Then the task of supervision is infinitely more 


complex. 


To maintain the safety, liquidity and yield of 
bond investments, fluctuation in monetary 
policies, crop conditions, industrial upheaval, 
tax laws, social and economic policies...these 


and a hundred other factors must constantly 


be studied, analyzed, acted upon. This intricate 
task is an utter impossibility as the spare-time 


work of one man. 


That is why, when your bank subscribes to 
Moody’s Bank Supervisory Service, a group 
of mature investment specialists will be watch- 
ing every factor affecting your portfolio. 
Literally keeping their eyes on the economic 
world, these men will be alert for weaknesses 
in old investments, constantly searching for 
attractive new investments. And to make this 
service practical, a Personal Counsellor will 
apply the findings of Moody’s Staff to your 
specific requirements, helping you to achieve 
the most in income, liquidity and safety. 


Yourinquiryforcompleteinformation involves 
no obligation and will be held in confidence. 


MOoDYS INVESTORS SERVICE 


JOHN MOODY, President 


65 BROADWAY 


NEW YORK CITY 
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N July 1 removal of double liability of national bank 

QO stockholders became effective in the case of institu- 

tions that had given the six months’ notice prescribed 

by the Banking Act of 1935. The general assumption is that 

by the end of the year virtually all national banks will have 
taken advantage of the law. 

The situation of state-chartered banks with respect to 
double liability is of interest and importance in this connec- 
tion; it has changed considerably in the last two years. In 
order to make available the latest information on this sub- 
ject the Legal Department of the American Bankers Associa- 
tion has prepared for BANKING the appended synopsis of 
stockholder status in each state. 

ALABAMA. Liability has always been single. Stockholder is 
liable only on unpaid stock owned by him. Constitutional 
provision only. 

Arizona. Double liability provided both by constitution 
and statute. 

ARKANSAS. Double liability provided for by statute only. 
Stockholders in banks insured under F.D.I.C. not subject to 
double liability. Stockholders of banks not insured to be 
relieved from liability from date of procuring insurance. Act 
No. 130 of 1935, as amended by Act No. 325, approved 
March 25, 1937. 

CatForniA. Double liability provided for by statute, ex- 
cept on stock in insured banks issued on and after October 
25, 1933. Insured banks may terminate liability imposed on 
stockholders provided that not less than six months prior to 
date of termination written notice thereof is served on Super- 
intendent of Banks and copy of such notice is published as 
required. Act No. 285, approved May 13, 1937. 

Cotorapo. Triple liability imposed except on stock- 
holders in insured banks. Liability applies if such bank 
ceases to be a member of F.D.I.C. H.B. No. 878, approved 
May 5, 1937. 

Connecticut. Liability has always been single. There is 
no constitutional or statutory provision. 

DELAWARE. Statutory liability has always been single, 
except that it is provided that liability may otherwise be 
fixed by agreement in articles of association. 

District oF Cotumsra. Double liability ceases July 1, 
1937 upon prior publication of notice, as required, for six 
months. 

FLoripa. Statutory double liability removed as to mem- 
bers F.D.I.C. or institutions having surplus equal to capital. 
H.B. No. 188, effective July 1, 1937. 

GeorcIa. Single liability imposed by Statute. $.B. No. 83, 
approved March 31, 1937, amends section 13-1901 of Geor- 
gia Code (1933), by providing that banks shall be responsible 
to creditors to extent of capital and assets, and that stock- 
holders shall be individually liable for all debts of said bank 
only to the extent of balance remaining unpaid on stock. 

Ipano. Liability has always been single under constitu- 
tional provision. 

Iturnots. Double liability is provided for both by consti- 
tutional and statutory authority. Bills now pending for sub- 
mission of constitutional amendment to the voters at the 
next general election in November 1938. 

InprAna. Double liability provided for both in constitu- 
tion and by statute. In chapter 309, laws of 1937 (S. J. Res. 
No. 3), the legislature agreed to and referred the constitu- 
tional amendment providing for the repeal of bank stock- 
holders’ liability to the next general assembly for recon- 
sideration and agreement. The proposed amendment reads, 
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The Status of Double Liability 


“That the constitution of the State of Indiana be amended 
by striking out section 6 of Article 11.” This legislation must 
be passed by the next general assembly and referred to the 
people for approval before becoming effective. 

Iowa. Under act of January 21, 1933, the Superintendent 
of Banks may issue stock on reorganization, which stock 
shall be non-assessable. Stock of state banks acquired after 
November 30, 1933, is non-assessable under sections 9283-f11 
to 9283-f16 of Iowa Code (1935). Under H.B. 487, effective 
July 4, 1937, §§9246-9254 imposing double liability were 
repealed and liability was removed as to shares issued prior 
to December 1, 1933, and as to any shares issued thereafter 
in lieu of shares issued prior to that date of banks doing 
business on July 4, 1937; such provisions shall not be ap- 
plicable to any claim existing May 1, 1937. All claims under 
said sections shall be barred from and after January 1, 
1938. The result of these various acts is that after January 
1, 1938 liability will be single as to all stock of banks in 
Iowa. 

Kansas. Double liability provided for by statute. H.B. 
No. 5, approved March 23, 1937, amends section 9-110 of 
General Statutes (1935) to provide that double liability shall 
not apply to shares issued after effective date of Act. (In 
effect on publication.) As to shares issued prior thereto, 
bank may terminate additional liability by publication for 
six months prior to date of termination. 

Kentucky. Double liability provided for by statute 
under section 595. Such liability does not apply to shares 
issued after May 16, 1937. As to shares issued prior thereto, 
repeal will be effective July 1, 1937, or at date liability ceases 
on shares issued by national banks, if on that date bank is 
transacting business and has given six months’ notice prior 
thereto of proposed termination of such liability. In cases 
where such notice has not been given, the repeal will be 
effective as of date six months subsequent to publication. 

Loutstana. Liability has always been single under statu- 
tory provision. 

Marne. Chapter 184, laws of 1937, approved April 16, 
1937, repealed section 93 of Chapter 57 of Revised Statutes 
of Maine (1930) as amended in 1933, which provided for 
double liability, except as to shares issued after December 
16, 1933, and provided for double liability as to deposits and 
outstanding claims in trust companies on that date, which 
liability might be removed proportionately by accumulation 
of surplus. Act of 1937 provides that liability as heretofore 
provided as to deposits in and claims outstanding against 
trust companies April 16, 1937, shall be continued until 
terminated as provided by Act. Liability ceases on Novem- 
ber 1, 1937, on shares in trust companies transacting business 
on said date, provided that trust company shall have pub- 
lished notice three months prior thereto. If trust company 
fails to give such notice at such time, termination of liability 
may be accomplished as of date three months subsequent 
to publication as provided. “ No such notice shall be required 
as to shares of common stock in any bank or trust company 
issued after December 16, 1933, which shall not in any event 
be subject to any liability to the depositors, or any other 
creditor thereof.” 

Mary1Lanp. Constitutional amendment was adopted at 
election on November 3, 1936, removing provision for double 
liability. Chapter 81, laws of 1937, effective March 22, 1937, 
adds section 72A to Article 11 of code and provides that the 
double liability imposed by section 72, Article 11, Maryland 

(CONTINUED ON PAGE 6) 


Speed has won us many 
customers but accuracy 
and quality workman- 
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Double Liability 
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Code (1924), shall not apply to stock 
|originally issued after November 23, 
1936; that responsibility shall cease 
July 1, 1937, on “all outstanding stock 
issued by any bank or trust company” 
doing business on that date which has 
given three months’ notice by publica- 
tion prior thereto, and shall certify such 
publication to the Bank Commissioner. 
In cases where such notice has not been 
given, the repeal will be effective as of 
date three months subsequent to pub- 
lication, if bank or trust company is 
doing business on that date. In event 
of termination of individual liability, 
'banks shall transfer 10 per cent of 
net earnings to surplus until it shall 
equal capital. 

Massacuusetts. Double liability pro- 
visions imposed by statute were amended 
in 1934 so that the liability imposed by 
section 24 of chapter 172 of the General 
Laws of Massachusetts (1932) should 
not apply with respect to shares of 
common stock issued by such corpora- 
| tion after June 1, 1934. Chapter 248 of 
the laws of 1937, approved April 29, 
1937, further amended this section by 
providing that future liability shall 
cease on July 1, 1938, with respect to all 
shares issued by any such corporation 
transacting business on July 1, 1938, 
provided that six months’ prior notice 


|| by publication be given in city or town 


where main office is situated and where 
corporation has a branch office. Where 
such notice is not given, then liability 
shall cease on date six months subse- 
quent to publication. Existing liability 
on any contract, debt or engagement 
prior to termination date shall not 
| cease, “if prior to such date, the other 
party thereto either has begun legal 
proceedings to enforce such contract, 
_debt or engagement or had no legal right 
\to demand performance or payment 
| thereof.” 
| Micuican. Double liability imposed 
| by statute was under Act No. 270 of 
1933 made inapplicable to stock issued 
|after July 21, 1933. Under Act No. 139 
of the Laws of 1935, approved June 4, 
1935, for banks organized under section 
'48 liability ceased on effective date 
(June 4, 1935) on all shares issued prior 
to July 21, 1933, if bank was transact- 
ing business on June 4, 1935; such lia- 
bility immediately ceases as to all de- 
| posits made and as to all who become 


| 
os after effective date (June 4, 


1935), but as to depositors and creditors 
| becoming such prior to effective date, 
| such liability ceases on consent of de- 


positors and creditors, and in any event 
on July 1, 1937, unless depositor or 
creditor files written dissent with bank. 
Copy of law to be posted in bank thirty 
days prior to July 1, 1937. 

Minnesota. Double liability is pro- 
vided for by constitution Article X, 
section 3, as amended in 1930, and by 
section 7669 of Mason’s Minnesota 
Statutes (1927). 

MississipP1. Double liability pro- 
vided by statute does not apply to 
banks organized after April 2, 1934, nor 
to banks open for business on that date, 
provided bank is member of F.D.L.C., 
or other similar U. S. agency. 

Missour!. Liability has always been 
single under constitution. 

Montana. Statutory double liability 
provisions were continued in act be- 
coming effective March 12, 1935. This 
act contains the following provision, 
“Provided, however, that the provisions 
of this section shall not impose any 
liability on.any stockholder of a bank 
which is a member of the F.D.I.C.” 

NEBRASKA. Doubie liability provided 
for both in constitution and by statute. 
Proposed repeal of constitutional pro- 
vision was rejected in November 1936. 
Bill No. 262, approved May 13, 1937 
provides for resubmission at election in 
November 1938. 

NEvaDA. Single liability provided for 
by statute through amendment effective 
March 28, 1933. 

New Hampsutre. Double liability 
imposed in chapter 264, section 10, of 
the Public Laws of New Hampshire, by 
Act of 1911, was not applicable to banks 
and trust companies in business on Jan- 
uary 1, 1911. House Bill 430, effective 
May 12, 1937, amending said section, 
exempts banks and trust companies or- 
ganized subsequent to June 1, 1937, and 
provides that double liability imposed 
by the section on stockholders of banks 
and trust companies, or imposed on 
stockholders or special depositors of a 
guaranty fund by similar provisions in 
any charter of any similar corporation, 
including any savings bank or guaranty 
savings bank, shall cease with respect to 
the stockholders or special depositors of 
any corporation giving six months’ prior 
notice by publication, as provided. 

New Jersey. Liability has always 
been single. There are no constitutional 
or statutory provisions relating to bank 
stockholders’ liability. 

New Mexico. Double liability pro- 
visions were repealed by act approved 
February 25, 1935. 

New York. Constitutional provision 
repealed in election of November 1935, 
effective January 1, 1936. Statutory pro- 

(CONTINUED ON PAGE 9) 
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“Unforeseen events... 
nov 


change and shape the course of man’s affairs” 


WHO WILL IT BE? A man in the office, one of your lunch- 
eon companions, your wife...or you? One out of every 27 
people will be picked out by the Unforeseen for accidental 
injury this year. Tomorrow alone, the toll will be more than 
fourteen thousand. When will the finger point at you? 

You cannot be certain of escaping accidental injury. But 
with a Maryland accident policy you can have the comfort 
of knowing that doctors’ fees and hospital bills will not 


disturb your budget or savings...that while you are inca- 
pacitated your income will not cease. It is simply a wise 
hedge against trouble...a valuable yet inexpensive “plus” 
in your insurance plan. 

Ten thousand Maryland agents throughout the United 
States, Alaska, Canada, Cuba, Puerto Rico, the Canal Zone 
and Hawaii will be glad to show you how little it costs to 


have this financial protection against the Unforeseen. 


THE MARYLAND 


MARYLAND CASUALTY COMPANY 


BALTIMORE 


The Maryland writes more than 20 bonding lines, including... Fidelity... Bankers’ Blanket... Contract... Check Alteration and Forgery... Depository... Fraud 


Public Official Bonds... Judicial. More than 40 types af Casualty Insurance, including . .. Aircraft ... Engine. 


.. Automobile... Burglary... Boiler. . . Elevator 


Accident and Health... Fly-Wheel ... General Liability... Plate Glass... Electrical Machinery... Sprinkler Leakage ...Water Damage ...Workmen’s Compensation. 
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out Customers Si ig? GtU'TE teleases the “string of events” in the 


brief career of your bari checks. e If it is a DISPATCH SAFETY check it will perform its 


duty faithfully its inherent safety feature will predestine a perfect mechanical performance 
and a safe return’ to yeur bank without alteration. Its partial rag content gives it a per- 
manency and “hafd. lintless writing surface not present in the average bank check. Its 


rag icontent al$O gives it a crisp, tough body with ample strength to withstand the roughest 


\ possible usage. @ Ask your lithographer or printer to submit proofs of your next bank 


checks on DISPATCH SAFETY for a ‘happy landing.” 


4 


GILBERT PAPER COMPANY, MENASHA, WIS. 
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Double Liability 


(CONTINUED FROM PAGE 6) 


visions repealed as to shares originally 


issued after June 1, 1936. Responsi- | 


bility ceases on all outstanding stock on 
July 1, 1937, if on that date the bank is 
transacting business and has given six 


months’ notice prior thereto of termina- | 
tion of such liability. In cases where | 


such notice has not been given then 


repeal will be effective as of the date six | 


months subsequent to publication if 
bank is transacting business on said 
date. C. 619, effective June 30, 1937. 

NortH Caro.tna. Double liability 
provided by section 219(a) of North 
Carolina Code (1935) ceased on July 1, 
1935. Section 219(f), however, provides 
that when capital is impaired and stock 
sold the owner is liable for any defi- 
ciency in assessment made. 

Nortu Dakota. Double liability 
under H.B. No. 189, approved March 
16, 1937, shall cease July 1, 1939, as 
to any state banking association trans- 
acting business on that date, provided 


notice is given by publication once in | 


each of four weeks not less than six 
months prior thereto of proposed ter- 


mination. If any banking association | 
fails to give such notice, such liability | 
may be terminated as of date six months | 


subsequent to publication in same man- 


ner. (Shares in trust companies in | 


North Dakota have never been subject 
to double liability.) 


Onto. The liability under the pro- | 


visions of the constitution, as amended 


November 3, 1936, is single. Article 13, | 


section 3, now reads: “In no case shall 


any stockholder be individually liable | 
otherwise than for the unpaid stock 
owned by him or her.” This provision | 


becomes effective July 1, 1937. The 


constitutional provisions prevailing, it | 


has evidently been deemed unnecessary 

to repeal the double liability provisions 

under the Ohio Code, section 710-75. 
OKLAHOMA. Double liability is con- 


tinued by section 19 of the “ New Bank- | 
ing Code,” H.B. No. 124, which became 


effective April 28, 1937. According to 
provisions of section 20, liability does 
not apply to shares of banks issued after 
that date. On July 1, 1937, additional 
liability ceases with respect to all shares 
issued by any bank transacting business 
at that time, provided three months’ 


notice by publication has been given of | 


proposed termination. Proof of such 
publication shall be furnished Bank 
Commissioner who shall issue certifi- 
cate showing compliance with law. If 
any bank fails to give such notice of 
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The test of an efficient 
bank collection service 
is the time required to 
convert book credits of 
out-of-town items into 
available cash. 


The most important fac- 
tor in this process is the 
transit man’s “‘list of 
direct points”. 


In an average day’s busi- 
ness this bank handles 
$23,000,000 of outside 
items. Of this dollar vol- 
ume 95@% is sent direct 
from Philadelphia to the 
place of payment. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 
Member of Federal Deposit Insurance Corporation 


| 
| 

| 

|. || 

_ 


Dieta prompt presentation of cash items throughout 
the major part of New York State and equally prompt return 
is now made possible by the day and night transit department of 
the Marine Trust Company. Items sent during the day which reach 
us in time to be forwarded by the night transit department will be 
presented the next day in most of the important centers of New 
York State. 

Arrangements with correspondents in the west and in other parts 
of the United States also permit the Marine to provide speedy 
handling of items in these sections. 

We shall be pleased to explain the benefits of this transit service 
to you, so that you may determine how useful this institution can 
be in presenting out of town items in the quickest possible time. 


155 trains and 16 planes in and out of the city each day 
put Buffalo in close contact with the major portion of 
New York State and with other sections of the United States. 


MARINE 
TRUST COMPANY 


OF BUFFALO 


A Marine Midland Bank 
Member Federal Deposit Insurance Corporation 


termination of liability, it may be ac- 
complished as of date three months 
subsequent to publication. It is further 
provided that such exemption shall only 
apply to shareholders of banks which 
are members of F.D.I.C., and only for 
as long as they remain members. Such 
provision shall not be effective in event 
F.D.LC. is dissolved or becomes in- 
solvent. Provisions of section shall 
apply to any trust company organiza- 
tion or banking business in the state. 

OreEcoNn. Double liability is imposed 
by the constitution. S. J. Res. No. 7, 
adopted February 26, 1937 proposes a 
constitutional amendment to read as 
follows: “The stockholders of all cor- 
porations and joint stock companies 
shall be liable for the indebtedness of 
said corporation to the amount of their 
stock subscribed and unpaid, and no 
more,” and provides for submission at 
the next election for approval. 
| PENNSYLVANIA. Double liability is 
| provided for by statute. Act of May 15, 
1933, as amended by Act of April 24, 
1935, provides that as to deposits in and 
claims outstanding against banks, bank 
and trust companies, or trust companies 
on July 3, 1933, liability shall be as 
heretofore provided until terminated as 
herein provided. As to deposits made or 
claims arising after said date, liability 
of common stockholders shall be only to 
extent of percentage of par value of 
stock by which unimpaired surplus of 
| such institutions falls short of 100 per 
‘cent of common capital. If, at said 
| date, unimpaired surplus equals aggre- 
| gate par value of common capital, the 
liability of shareholders shall cease. 
| Shareholders of such institutions in- 
corporated under act shall not be sub- 
ject to any liability to depositors or 
other creditors. 

Istanp. Single liability pro- 
vided for by statute. Stockholders liable 
only for amount unpaid on stock. 

SoutH Carona. Constitutional 
amendment eliminating double liability 
was ratified by Act No. 28 of 1935, 
which became effective February 14, 
1935. Act No. 37 of 1935, effective 
February 21, 1935, repealed provisions 
of section 7868 of the Code of 1932, 
except as to banks adjudged insolvent 
before February 21, 1935. Section 7868 
provided for single liability to creditors 
of insolvent banks and for double lia- 
bility to depositors. 

SoutH Dakota. Double liability im- 
posed both by constitution, as amended 
November 3, 1936, and statute, as 
amended, with the following exception: 
“Tf the shareholders and stockholders 
of any national banking corporation 
shall be exempt from liability by federal 
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law then and in that event the liability 
upon shareholders and stockholders of 
state banking corporations herein im- 
posed shall not be operative, in the event 
that such state banking corporation has 
membership in the Federal Deposit In- 
surance Corporation.” 

TENNESSEE. Statutory liability has 
always been single, except that it is 
provided by section 3892 of the General 
statutes that stockholders may bind 
themselves in charter for security of 
depositors to double liability. 

Texas. Double liability provided for 
both in constitution and by statute. 
S. J. Res. No. 9, approved March 25, 
1937, provides for an election on fourth 
Monday in August 1937, to determine 
whether the constitution should be 
amended to eliminate double liability. 
S.B. No. 158, approved April 29, 1937, 
effective if and when S. J. Res. No. ¢% 
shall have been adopted as an amend- 
ment to the constitution, amends sec- 
tion 535 of Title 16 of the Texas statutes 
by omitting the provision for double 
liability. 

Uran. Double liability provided for 
both in constitution and by statute. 

VERMONT. Double liability provided 
for by section 6810 of the Public Laws 
of Vermont (1933) on stockholders of 
trust companies, except “that the pro- 
visions of this section shall not apply to 
preferred stock or to stock issued in the 
organization of new banks or in re- 
organization of existing banks [on March 
24, 1933] unless the articles of associa- 
tion so require.” 

VirciniA. Liability has always been 
single. There are no constitutional or 
statutory provisions. 

WASHINGTON. Double liability pro- 
vided for both in constitution and by 
statute. 

West VircrntA. Double liability is 
provided for both in constitution and 
by statute. H.B. No. 59, in effect May 
17, 1937, provides for submission at the 
next general election in 1938 of proposed 
amendment to Article 11, section 6, of 
the constitution to provide that, “The 
legislature may provide by general law 
for the creation, organization and regu- 
lation of banking institutions.” The 
section now provides jor double liability 
of bank stockholders in addition to the 
power given the legislature to provide 
for a general banking law. 

Wisconsin. Double liability pro- 
vided for by statute, except that pro- 
visions do not apply to holders of shares 
issued after July 16, 1935, by an insured 
bank. Double liability shall apply in 
event bank ceases to be insured in so 
far as deposits are received after 

(CONTINUED ON PAGE 13) 
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Hamm 


HAMMERMILI 


WERAL MOTORS A 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles: 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning: 
DELCO lighting, power 
and heating equip- | 
ment; GMC trucks; \A 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


INSTALMENT 
PLAN 


GRPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 
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O Bank Stationer likes to handle 
rush orders a// the time. Nor 
should he be obliged to...but there are 
times when a bank must have certain 
checks, letterheads, passbooks or forms 
in less than normal time, or become 
embarrassed in dealing with its cus- 
tomers. 


This is one of the occasions when a 


And I’ve Gor 


to Have ’Em 


TUESDAY! 


Bank Stationer with an ample plant, 
trained personnel, and a smooth-run- 
ning organization renders extremely 
valuable service to banking as a whole 
...and takes it as all in the day’s 
work. To avoid errors, maintain every 
standard of quality, and deliver accord- 
ing to promise is a well-fixed habit 


among Institute members. 


THIS ADVERTISEMENT IN THE INTEREST OF BETTER RELATIONS BETWEEN BANKS AND PUBLIC IS SPONSORED BY 


THE INSTITUTE OF 
BANK STATIONERS 


120 WALL STREET, NEW YORK 


| 
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@ If all policies look alike to you, 
look into the service the Insurance 
Company offers. You will find that 
Employers Mutuals rank at the top 
in swift, equitable adjustments, 
and in the extra services that con- 
vince the policyholder he has 
bought wisely. Employers Mu- 
tuals write Workmen's Compensa- 
tion, Public Liability and Auto- 
mobile Insurance. Because this is 
Mutual insurance, the policyhold- 
er's interests come first. Investigate! 


NON- 


HOME OFFICE 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


Your 


Financial Problem? 


Established corporations 
with demonstrated earning power 
and need for additional capital 


AND 


Estates, banks and owners 
of close corporations desiring 
broad distribution and greater 
marketability for their holdings, 
areinvited to correspond with us. 


Fitzgerald Company 


INCORPORATEO 
Underwriters and Distributors 
of Investment Securities 
40 WALL STREET 
NEW YORK 


INDEX TO VOLUME 
XXIX 


of BANKING, will be available 
to subscribers after July 15, on 
request. 


Double Liability 
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termination of insured status. Liability | 
of shareholders of stock issued prior 
to July 16, 1935, by insured bank shall | 
be that: “provided for in any act) 
that may be enacted by the congress 
governing the liability of holders of| 
shares of stock issued by national banks 
prior to June 16, 1933; but when any 
such bank ceases to be a member of such | 
fund or ceases to be such an insured | 
bank, the provisions of subsection (1) 
[double liability provision] shall apply | 
to all such stockholders for the benefit | 
of deposits received after the termina- | 
tion of the insured status of such bank.” | 

Wyominc. Double liability is pro- 
vided for by statute. Chapter 42 of laws | 
of 1937, approved February 16, 1937, 
however, provides that additional lia- | 
bility imposed by sections 10-508 and 
10-509 on shareholders of banks, savings | 
associations, loan and trust companies, 
and trust companies shall not apply to 
such shareholders in such institutions 
from and after July 1, 1937; provided, 
not less than 60 days prior to July 1,| 
1937, such institutions shall commence 
publication of a notice of prospective 
termination of such liability. Notice 
shall be published once a week for four 
consecutive weeks. Proof of publication | 
shall be filed with state examiner prior | 
to July 1, 1937. Act applies only to in- | 
stitutions whose deposits are guaranteed | 
by F.D.I.C., and shall not apply to such | 
as have been declared insolvent or taken | 
over by state examiner prior to July 1, 
1937. Additional liability shall apply to | 
those institutions not complying with 
act in time limited. 


| 


THE TEXAS CORPORATION 


A dividend of two per cent (2%) or 50¢ 
per share, on the par value of the shares 
of The Texas Corporation has been de- 
clared this day, payable on July 1, 1937, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on June 11, 1937. The 
stock transfer books will remain open. 


C. E. WoopsripGE 
Treasurer 


139rn Consecutive Dividend paid 
by The Texas Corporation and its 


predecessor, The Texas Company 


May 27, 1937 


YOUR BOARD 


and the new developments 


This is a time when well informed directors are 
pillars of strength. BANKING has a group sub- 
scription plan, by means of which your bank can 
supply this magazine, each month, to all or 
selected members of your board. The cost is 
negligible. More than a thousand banks are 
making profitable use of it. 


PAYMENT COUPON BOOKS 


® No matter how large or small 
your department may be, you will 
welcome the effectiveness, sav- 
ings and simplicity of the Coupon 
Book System. 


. . It eliminates advance no- 
tices—includes a means of paying 
conveniently by mail as well as 
in person — decreases inquiries 
concerning the standing of ac- 
counts—reduces “partial pay- 
ments” to a minimum—provides 
the quickest method of receiving 
payments—shows the teller if 
payments are late, so that fines or 
charges may be collected without 
reference to any other records— 
fits in with any methods of main- 
taining accounts — and supplies 
the customer with a simple and 
clear record of payments made 
and payments due. 


® The fact that our largest 
Finance Companies and Personal 
Loan Banks use Allison’s Pay- 
ment Coupon Books is the best 
possible guarantee that this sys- 
tem brings in prompt and com- 
plete payments with a minimum 
of expense. 


PRICES, SAMPLES AND COM- 
PLETE INFORMATION WILL 
BE CHEERFULLY FURNISHED 
WITHOUT COST OR OBLI- 
GATION. WRITE TODAY. 


ALLISON COUPON (0. 


ESTABLISHED 1888 
/actory and ¢ 


INDIANAPOLIS. INDIANA 


Ment ZZ 
| 
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Today, more than ever, bank officials are looking to Remington Rand 
for experienced help in solving their trust accounting problems. 


ITH trust business increasing, some banks have found it 

difficult to have all records posted and proved accurate 
each day. Remington Rand’s answer to that problem is Model 
“85” whose speed makes possible the posting of 5 records simul- 
taneously, preventing delay and waste of clerical time. You get 
closer daily control and perfect legibility in the following records: 
1. Principal Statements (Investments and Cash) 2. Principal Ledger 
(Investments and Cash) 3. Investments by Trusts 4. Investments 
by Security 5. Principal Journal. 


If you have a smaller trust department, one Remington Rand 
“85” can also be used to speed up accounting and cut costs in 
these 4 other departments: loan and discount, collection, transit 
and general bookkeeping. This completely electrified model 


speeds up the procedure in each department. The “85” gives 
proofs impossible to secure through any hand-posted method. 


Here’s the answer to another important question which occurs 
to many bank officials. You can determine in advance exactly 
how the Remington Rand “85” will fit in without any change in 
your established accounting routine . . . and how much it will 
save you in lower costs. Simply phone Remington Rand in your 
city or write Remington Rand Inc., Buffalo, N. Y., for a free 
scientific analysis of your present methods. 


OK: from Remington Rand 


MANUFACTURERS OF ALL TYPES OF OFFICE MACHINES AND SYSTEMS EQUIP- 
MENT PROVIDING COMPLETE INSTALLATION AND FULL RESPONSIBILITY 


THE ONLY MACHINE THAT 
GIVES YOU ALL THESE FEATURES 
AT ANY PRICE 


1 Complete electrification of all alphabet and 
sanedl keys, and of carriage. 

2 Complete flexibility of registers, providing 
extra accumulations without rebuiidin or re- 
placing machine. Additional registers limited 
only by length of carriage. 

3 All registers visible for columnar accumula- 
tion and cross-computation. All registers 
equipped with direct subtraction, providing 
contra-entries within specific column, and in- 
stant correction of errors. 

4 Completely electrified automatic tabula- 
tion from column to column. 

5 Complete visibility of writing line, permit- 
ting easy checking of every entry. 

6 Automatic line proof of each individual 
entry provides instant audit. 

7 Independent control of each related form 
to be prepared simultaneously. 

8 Uniform legibility of all records. 

9 Made by Remington Rand, Buffalo, N. Y., 
the only single manufacturer who can supply 
complete trust accounting systems and assume 
complete responsibility. 


N 
RAND CLINIC ON T , 
RUS 
4 T ACCOUNTING 
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EVER HEAR OF 
THIS BANh? 


TO TELL THE TRUTH 
NEITHER DID WE 


Bur THOUSANDS know 


even to imagine a bank- BANKS LIKE THIS 


ing business in a ram- 


Monern, progressive, friendly, housed in handsome buildings 


shackle barn. Yet if ap- 


and directed by officers who appreciate the importance of appear- 
pearance and safety 


ances in banking. When selecting supplies these men are especially 
didn’t count it would he 


careful to choose the kind that will reflect accurately the character 
and prestige of their institutions. In constantly increasing numbers, 
i bank buildings un- 
“ . they are buying Protod-Pantagraph checks. They recognize in these 


unusual checks with their hidden self-cancelling VOIDS an oppor- 


oes, GUEye-Saeny tunity to extend far-reaching impressions of safety and distinction 


checks a westess extrave- that are effective and profitable. Put Protod-Pantagraph Checks at 


gance. Of course, no one work for your bank. You will be surprised to learn how favorably 


knows a single bank that their price compares with that of other checks. Write! 
holds these beliefs 


THE TODD COMPANY, une. 
ROCHESTER, N. Y. 


PLANTS AT: BOSTON BROOKLYN CINCINNATI CHICAGO 
DENVER DALLAS BIRMINGHAM ST. PAUL 
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Tue following statement by Mr. 


Le Roy Smith, treasurer of the 
Steuben Trust Company, Hornell, 
New York, is a fine tribute to the 
efficiency and accuracy of a Na- 
tional System. 

“In June, 1935, this bank pur- 
chased from you a National Ma- 
chine for our Interest Department. 
The installation was made with the 
assistance of your representatives 
and completed in a very satisfac- 
tory manner. 

“We are well pleased with the 
system which gives to the depositor 
a pass book, neat in appearance, 
and an accurate record of each 
transaction. Our records also cor- 
respond with those of the depositor 
at all times. This was impossible 
with our old method of pen-posting. 
The machine gives us control and 


complete audit on all transactions. 

“From a mechanical standpoint, 
we have found the machine most 
dependable. There have been 
neither breakdowns nor the neces- 
sity for continuous servicing. 

“It took us a considerable time 
to decide to install the machine, 
and we now feel that we could not 
do without it.” 


DAYTON, OHIO 


Cosh Registers 


Posting Mechines Analysis Machines 


Typewriting-Bookkeeping Machines 


. Postage Meter Machines 


Bonk-Bookkeeping Machines 


Accounting Machine Desks . 


Our local representative will be 
glad to demonstrate a National 
System at any time. He is at your 
service. 


Send for National’s Payroll Plans that 
provide records which conform with 
Social Security Legislation. 


. Check-Writing and Signing Machines 


Correct Posture Choirs 


4 
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USG acousToNeE 
HAS ALL THESE FIVE ESSENTIALS OF 
EFFICIENT ACOUSTICAL TILE 


| 


Acoustone-treated ceiling in the Bankers Trust Co., Fifth Avenue, New York 
Architect — Shreve, Lamb and Harmon 


ESSENTIALS WHICH ACO 


1, LASTING BEAUTY OF INTEGRAL 3. ABSORBS NOISE AS A SPONGE 
COLORS 2. INCOMBUSTIBILITY ABSORBS WATER—THEN DISSIPATES IT 


rs LASTING EFFICIENCY—VACUUM 5. HIGH LIGHT REFLECTION CUTS COST 


CLEANED AT LOW COST-—ALSO PAINTABLE 
ENGINEERING 


OF LIGHTING 


SALES DIVISION 


UNITED STATES GYPSUM COMPANY 


SOUND CONTROL PRODUCTS ARE: PERFATILE + QUIETILE 


OTHER USG 
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Noise of Five 
Busy Typists 


reduced to that of 


less than one 


n an office treated 
with ACOUSTONE 


UIETER, more attractive bank interi- 
ors that provide new comfort for cus- 
tomers and employees — that help speed 
work and reduce errors — are yours over- 
night with Acoustone* — USG fireproof 
acoustical tile. Distracting noise is hushed 
— absorbed and dissipated, as shown in 
diagram. At the same time, Acoustone’s 
rich integral colors and natural light-re- 
flecting ability add to the attractiveness of 
offices and directors’ rooms... no further 
decorating needed. Quickly applied to old 
or new ceilings, it has lasting efficiency. 
Simple vacuum cleaning keeps it fresh at 
a fraction of the cost of painting. Yet 
Acoustone may be painted —positively with- 
out damage to its noise-absorbing ability. 
Insist on Acoustone. The acoustical tile 
with all five essentials shown here, it is 
also — lasting efficiency and maintenance 
considered—actually low in cost. 


THERE’S A USG ACOUSTICAL MATERIAL 
TO SOLVE EVERY SOUND-CONTROL PROBLEM 


USG sound-control service includes ab- 
sorption treatments and materials to clarify 
hearing and reduce noise —also sound in- 
sulation to reduce the travel of objection- 
able noise from room to room. USG acous- 
tical engineers are always available 
to assist you in an advisory capacity, 
without obligating you in any way. 


*Registered Trade-mark 


SEND FOR FREE AUTHENTIC BOOKLET ON SOUND CONTROL 


UNITED STATES GYPSUM COMPANY 
300 West Adams St., Chicago, Illinois 
In Canada, Canadian Gypsum Co., Ltd., 
Toronto, Ontario. 


end your free book, ‘‘Quiet’’ 
end an Acoustical Engineer. 
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Title and Trust Corporation 


KEEPS OFFICES 
RENTED with 


arrie 


Air Conditioning 


Better Occupancy, More Profitable 
Rentals Reported by Owners of 
Title and Trust Building, Phoenix, Arizona 


RENTING becomes a simple problem. To quote Mr. Clements again, 
“. .. buildings are more rentable when air conditioned; the occu- 
pants are outspoken in their appreciation. We are getting enough 
money to more than pay the difference in operating costs." Note 
the Carrier Weathermaster, which enables each tenant to regulate 
temperature and volume of air the year around. 


You can Still beat the Heat 
by Acting NOW! 


CARRIER CORPORATION, Desk 636 
850 Frelinghuysen Avenue, Newark, N. J. 


Send me, without obligation, complete information on 
Carrier Air Conditioning for [) Banks; [ Office Buildings; 


(OTHER TYPES OF BUSINESS) 


“NO BUSINESS MONUMENT—this is a straight-out com. 
mercial proposition,” writes Thomas Clements, 
President of this modern building erected in 1931. “We 
would not erect a new building unless it could be air 
conditioned . . . buildings will soon be considered obso- 

lete which cannot bring relief 

from the long summer heat,” 


MECHANICALLY SPEAKING, the Carrier equipment for keeping the 
Title & Trust Building cool, clean and quiet in summer; and warm, 
properly humidified in cold weather, has met every requirement. Mr. 
Clements ends his letter by saying, ”... the Carrier people made our 


installation; if we were doing it over, we would hardly care to look 
further than them.” 


Ho’ long does it take to install Carrier Air Condi- 

tioning? Less time than you ever thought possible! 
During 35 years devoted exclusively to air conditioning, 
Carrier has developed a technique which makes pos- 
sible efficient, dependable installations in a minimum 
of time—and without interrupting daily business. 


That means you can still get the benefits of Carrier Air 
Conditioning this summer. It means you can still trans- 
fer your hot, uncomfortable banking quarters into a cool 
comfortable place where working is pleasant. It means 
you can still save your summer rentals. In short, it 
means you can stil] turn summer losses into profits. 


But—there’s not a minute to lose. Phone your local 
Carrier representative today. Without obligation, he'll 
give you an estimate on installing Carrier Air Condition- 
ing—the same system used in such famous structures as 
the Philadelphia Savings Fund Society Building, the 
U. S. Capitol and the R. C. A. Building. 
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$86,000,000 in R.F.C. 2% Series H notes pay- 
1 


able. 

Double liability on all stock of natl. bks ends for 
those institutions which have advertised 6 mos. 
advance notice of this change. 

Assn. against Prohibition announced natl. deficit 
of $906,000,000 could be wiped out by legalizing 
liquor. 

Pres. Hoover proclaimed 1-yr. moratorium on 
inter-governmental debts. 

1st issue of this magazine. 

Act taxing state bk. notes 10% became effective. 
ist commencement of the Grad. School of 
Banking. 

U. S. Gov. deficit for yr. ended June 30 was 
$3,575,357,963; pub. debt reached all-time peak 
of $28,700,892,624; receipts exceeded Pres. 
budget estimate. 

F. D. Roosevelt and J. N. Garner nom. by the 
Dem. Party for Pres. and V. P. resp. 

Estab. of Bk. of Canada authorized. 

Pres. Roosevelt sent a message to the World 
Econ. Conf., saying that foreign exchange stabi- 
lization would be “‘a catastrophe amounting to a 
world tragedy.” 

Birth of Calvin Coolidge. 

Declaration of Independence signed. 

N. Y. Commod. Exch., Inc., formed by the 
merger of N. Y. Hide Exch., Natl. Metal Exch., 
Rubber Exch. and Natl. Raw Silk Exch., opens. 
Pres. Hoover signed resolution for distribution 
by Red Cross of Fed. Farm Bd. wheat, cotton. 
Franklin MacVeaugh, Secy. of the Treas. under 
Pres. Taft, died. 

Copper sells at 9c a lb., N. Y., the high point for 
the yr. 

Hawaii annexed. 

All stocks used in Dow-Jones averages drop to 
yr’s. low prices, the industrials to $41.22, the 
railroads to $13.23 and the pub. utilities to 
$16.53. 

Cotton textile code, the ist one under the Natl. 
Indus. Recov. Act approved by Pres. 

Versailles Treaty was sent to the Senate. 

Pres. Jackson vetoed act chartering 2nd Bk. of 
the U. S. 

All non-code industries ordered to complete 
codes within 30 days. 

Sam Hooper of Mass. introduced into Congress 
a bill providing for a natl. banking system. 
Birth of John Quincy Adams. 

Govs. of Fed. Res. Sys. increase res. require- 
ments of mem. bks. 50% effective Aug. 15. 
A.A.A. processing taxes held unconstitutional by 


U. S. Cir. Ct. of Ap. at Boston in Hoosac Mills 
case, 


17th 


18th 
19th 


20th 


1933 


1916 
1936 


1930 


1937 


1936 
1933 
1931 
1933 


1932 


1932 
1933 


1930 
1929 


1914 
1935 


A.A.A. announces over 10,000,000 acres of cotton 
to be abandoned. 

The Fed. Farm Loan Bk. Act passed. 

Rebellion in Spain commences under leadership 
of Gen. Franco. 

Natl. budget 209 million more than previous yr. 
Pres. requests rigid economy because of depres- 
sion. 

Fed. tax returns of amounts withheld at source 
of payments of interest on corporate obligations 
for June due today. 

Internal Rev. Bureau rules that natl. bks. are 
exempt from soc. security taxes. 

“Blanket” code of competition for all bus. and 
indus. approved by Pres. Roosevelt. 

24-hr. air service between Newark and Los 
Angeles. 

Chic. Brd. of Trade suspends for 2 days dealings 
in grain and provisions futures following sharp 
break. 

Pres. Hoover signs $2,122,000,000 unemploy- 
ment and farm relief bill broadening powers of 
R.F.C. 

Pres. Hoover signs Fed. Home Loan Bk. Act. 
Franklin W. Fort named chmn. 

Silver agreement, providing for 4-yr. silver con- 
trol with certain sales restrictions for India and 
Spain, signed by 9 nations at World Econ. Conf. 
Glenn H. Curtiss, inventor of Curtiss plane, died. 
Pres. Hoover proclaimed the Kellogg Anti-War 
Pact in effect. 

Gen. mobilization starts throughout Europe. 
Senate passed without a record vote and sent to 
conf. the Banking Act of 1935 in the form unani- 
mously approved by the Senate Banking and 
Cur. Comm. 

Registration of new sec. offerings under Sec. Act 
of 1933 operative. 

Brokers’ loans as reported by Fed. Res. mem. 
bks. reach $331,000,000, the low point of the yr. 
U. S. War Dept. expels Bonus Expeditionary 
Force from Wash. 

Last day to file Fed. capital stock tax return and 
pay tax. 

Statement of Fed. corporations and agencies by 
Treas., showed loans of $2,299,837,099 financed 
wholly from Gov. funds and $5,837,561,545 
partly from Gov. funds, a total of $8,147,398,644. 
F.D.L.C. set up a separate fund for mutual svgs. 
bks., with 68 members having $1,382,350,396 
of deposits. 

Wheat touches lowest point in the history of Chi. 
Board of Tr. at 48c per bu. 

The threat of war in Europe closed the stock 
exch. Remained closed several months. 
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How to Judge Warehouse Receipts 


By JOHN H. FREDERICK 


collateral, bankers are called upon to judge the value 
of public warehouse receipts as collateral for loans. 

Public warehouse receipts for goods held in storage are of 
two types: Those representing goods actually in the ware- 
house issuing the receipts, and those representing goods still 
on the premises of the producer or other owner, but in the 
custody of a public warehouseman. Arrangements of this 
sort are known as field warehousing or custodian ware- 
housing. 

The banker who is offered a warehouse receipt issued by a 
public warehouseman as collateral for a loan should consider 
various factors, varying with the individual case. He should, 
however, in nearly all cases seek answers to such questions as 
these in determining the value of a receipt: 


\ a result of the increasing use of stored merchandise as 


17 QUESTIONS TO ASK 


IS the warehouse suitable for storing the particular mer- 
chandise or product represented by the receipt? How respon- 
sible is the warehouseman signing the receipt? What is his 
reputation in the community? Is he a member of the Amer- 
ican Warehousemen’s Association or other recognized group 
of warehouses? Under what authority of law is the receipt 
issued? 

Does the information on the receipt give the banker a 
concise yet comprehensive description of the goods stored, 
thus enabling him to form an opinion of their fair market 
value? 

What are the terms of the receipt in general, with par- 
ticular reference to its negotiability? Is there bonded respon- 
sibility back of the receipt? If so, by whom is the bond 
written? For whose benefit is the bond written? With whom 
is the bond lodged? Under what conditions may the bond be 
realized upon by the holder of the warehouse receipt? What 
action is necessary on the part of the receipt-holder if he de- 
sires to realize on the bond? 

Does the warehouse receipt represent a bona fide relation- 
ship of bailor and bailee between the storer and the ware- 
houseman, and one under which the warehouseman and his 
representatives are completely and wholly independent of 
the owner of the goods covered by the warehouse receipt? 

When warehouse receipts represent goods still on the 
premises of the owner or storer, what is the character and 
extent of disinterested supervision exercised over such a field 
warehouse? Is the warehouseman’s local custodian inde- 
pendent of the owner of the goods? Is the custodian compe- 
tent to care properly for the merchandise or products while 
in storage? 

Is each lot of goods covered by a receipt, unless the goods 
are stored on a fungible basis, so segregated from goods be- 
longing to other storers, as well as other goods of the owner, 
and so marked as to permit ready identification on the basis 
of the information appearing on the warehouse receipt? 

Two of these questions deserve special thought in deciding 
the value of particular warehouse receipts as collateral. The 
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first is whether the warehouse receipt contains sufficient 
information to enable anyone to whom it is offered for col- 
lateral purposes to form an opinion of the fair value of the 
products concerned, and to identify them. A receipt convey- 
ing no information as to the quantity, quality, grade, or 
condition of the products or goods covered, or that fails to 
state what the product actually is, does not contain sufficient 
information for a banker or any other prospective lender. 

Public warehouse receipts showing that the warehouseman 
received a certain number of cases, bales, or packages “said 
to contain” certain goods or products, give no indication of 
the value of the articles represented by the receipt. Also, 
receipts which merely state that the warehouseman received 
containers, “contents unknown”’, are nothing but an attempt 
by the warehouseman to escape liability so far as the com- 
modity involved is concerned, and should have no appeal to 
a banker as collateral. 

The other question requiring particular attention deals 
with the creation of a completely disinterested custodianship 
between the storer and the warehouseman. In other words, 
there must plainly be a bona fide relationship of bailor and 
bailee between the party storing the goods or merchandise 
and the warehouseman issuing the receipt. 

A disinterested custody of the stored products is only 
achieved when the warehouseman is wholly independent of 
the storer. It is important to note that the receipts of private 
or subsidiary warehouses which may be established by man- 
ufacturers or other distributors cannot be considered as 
meeting this requirement. Too many “dummy” warehouses 
or subsidiary warehouse companies have been set up by 
borrowers in an endeavor to secure loans on stored merchan- 
dise without the necessity of paying a public warehouseman. 


PRODUCTS REMAINING ON OWNER’S PREMISES 


THE relationship of bailor and bailee is particularly im- 
portant in connection with warehouse receipts signed by a 
warehouseman but covering products which remain on the 
premises of the owner or pledgor. Receipts of this nature are 
used in field or custodian warehousing arrangements usually 
arising out of a storer’s need for obtaining loans on his stored 
products. These products could be placed in a credit or col- 
lateral position, of course, by storing them in a public ware- 
house apart from the owner’s premises; but this may not be 
done for any one of a number of reasons. 

In evaluating public warehouse receipts as collateral the 
banker should not be led astray by the fact that a statement 
may appear thereon that they are “issued in conformity 
with the Uniform Warehouse Receipts Act”. This act has no 
administrative provisions as it is only concerned with the 
form and provisions of uniform receipts. Even when a ware- 
house receipt complies in every respect with this Act it 
leaves much to be desired from the standpoint of judging its 
value as collateral. Such a receipt may fail to give informa- 
tion to a prospective lender as to what the stored product is, 
or what its condition, quality, quantity, or value may be. 
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Post-Gold England 


By F. BRADSHAW MAKIN 


E British Exchange Equalization Account was insti- 

Tea at a time when conditions were favorable, for by 

1932 confidence had been re-established and foreign 
funds were again being placed in London. 

The actual formation of the account was a straight- 
forward arrangement. First, it was necessary for the British 
authorities to make clear that any speculation in sterling was 
to be suppressed by legitimate methods. With this object in 
view the government announced that the account was to be 
financed by the issue to it of 150 million sterling($729,000,000) 
of treasury bills. This announcement to the effect that the 
British government was prepared to support sterling so ex- 
tensively showed the speculator that the matter was to be 
treated with seriousness. 

Before any exchange account can operate it must be in a 
position to buy and sell foreign currency. The issue of the 
treasury bills gave the account the power to acquire sterling 
by the simple expedient of selling the bills on the market in 
exchange for sterling. The returning confidence, bringing in 
its train foreign deposits to London, gave the opportunity to 
obtain foreign currency in exchange for the acquired sterling, 
and thus at an early date in its career the British Exchange 
Account acquired two very essential assets, viz., sterling and 
foreign currency and/or gold. 

The financing of the account by means of treasury bills 
appears to have given rise to many false notions respecting 
the financing arrangements, and some talk of inflation was 
heard not only abroad but also in Britain. An examination of 
the facts shows the soundness and simplicity of the ar- 
rangements. The issue of treasury bills is in no way an in- 
flationary step, as no funds are “created”. Until such time as 
the account sells its bills on the market there is no actual 
berrowing; when the account sells its bills it obtains its 
resources from the market and not by some fancied form of 
“creation”. The account could sell its bills as and when 
desired, and so obtain sterling which it could convert into 
gold or foreign exchange as circumstances warranted. 


POST-GOLD AMERICA 


IT is interesting to compare the method of instituting the 
British Exchange Account with that of the American Ex- 
change Stabilization Fund. The American fund, unlike the 
British account, was not provided with a supply of Treasury 
bills, though Treasury bills have since been specially allotted 
to the fund. The omission to issue Treasury bills when the 
fund was set up prevented the fund operating as it was in- 
tended, and in all probability added considerably to the 
difficulties of those in control. Had an issue of bills been 
made initially, it is doubtful whether the furore against “hot 
money” would have been evident late in 1936. 

_ The issue of Treasury bills to the fund has brought it more 
into line with the British account, for any increase in member 
bank deposits arising as a result of foreign balance deposits 
will be counterbalanced by an increase, not in their cash, but 
in their holdings of Government securities. 
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The actual operation of the British account was explained 
in BANKING’s April article “How Britain Uses Treasury 
Bills”. 

As an hypothetical case, suppose American depositors in 
London withdraw balances on a large scale. The resultant 
pressure on sterling would be eased by the action of the ac- 
count selling dollars or gold and buying sterling. Probably 
support would also be arranged with the American fund 
under the terms of the tripartite agreement concluded in 
1936. If, however, the withdrawal of balances was a feature 
of normal commercial activity, then the account would not 
support sterling but would allow the exchanges to move 
without interference, unless it was otherwise decided by the 
controllers of the respective exchange funds. 


COMMENT ON A CRITICISM 


THE British account was criticized early last year and was 
accused of increasing the banking difficulties of the United 
States. To the mind of the writer much of this criticism was 
misguided and arose from an incomplete knowledge of the 
facts. In the early months of 1933 the American banking 
position caused a minor flight from the dollar and an un- 
usually large movement of funds to London. The British 
account did undoubtedly support the dollar by selling 
sterling and in so doing obtained an addition to its gold 
holdings. It was the loss of gold by the United States which 
was primarily responsible for the adverse criticism, but this 
loss of gold was a reflex of American conditions, and it was 
American conditions which were the main cause of deflation 
and not the loss of gold. That is how the situation appeared 
to the observer in Britain. 

In the article previously referred to, mention was made of 
the effect of an outflow of gold under present conditions in 
Britain, so a few words on the question of the effect of a gold 
influx may be given by way of conclusion. 

A gold influx may arise as a result of foreign balances being 
placed on deposit in London, causing a supply of foreign 
currency to be offered on the market by the joint stock 
banks, the actual currency being taken up by the account. 
The account, in buying the foreign currency, must give 
sterling in exchange, and in doing so sells part of its holding 
of treasury bills. The effect of the sale of treasury bills by the 
account results in an increase in the bill holdings and/or 
market loans of the joint stock banks, an increase which 
approximates the increase in their deposits resultant on 
foreign balances being placed in London. 

The net effect of the influx is a contraction of the credit 
base, or in other words a reduction in the ratio of cash to 
deposits on the part of the joint stock banks. If the con- 
trollers of the account wish to counteract the reduction in 
the credit base they can do so by the sale of gold to the Bank 
of England. Thus we get the unusual position of a gold in- 
flux reducing the basis of credit unless compensatory action 
is instituted, truly a changed technique to that obtaining 
under the old gold standard. 
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The Economie Functions of a Bank 


MONG the new winds of doctrine that blow over the 
distressed places of the world, the “anti-bank” 
doctrine is one of the latest and strongest. It fans the 

face of the Alberta farmer, trying to grow wheat without 
water—the banks having cut off the rain. It moans in the 
canyons of the financial district where they refuse a man a 
loan of a hundred dollars just because he has no collateral— 
though Heaven knows he’d give you anything he’s got and 
he’s not got anything. Most of all, it rages wherever a radical 
convention sits to frame a political platform and lays down 
“‘people’s money ”’ and “people’s credit’’ for the very joists 
of it. 

This is a cruel charge. The banker used to be an angel—a 
little heavy and stout for an angel, perhaps, but still pretty 
glossy and benevolent. Think of him as he was in Victorian 
fiction, with his silk hat, his broad black waistcoat, his gold 
chain and “fob”. What a fob was I don’t know, but every 
banker had one. Grave and dignified he was, but he had his 
kindly moments, too, when he’d drink a glass of old tawney 
port with you—if you paid for it. There was a general feeling 
that somehow with his fob and his tawney port and his 
counting house, the man carried the world on his back: just 
how, it didn’t appear, but he carried it. In those days no one 
ever accused him of “coining credit”, and taking away the 
“people’s birthright”. 


THE OLD-TIME, SELF-REGULATING WORLD 


HIS fall is only a part of the great change as between the 
happy world of the Adam Smiths and the John Stuart Mills, 
the world of a hundred years ago. Their world was beauti- 
fully regulated. “It runs itself,” said a famous Italian Abbé. 
“And there’s money in it,” added Adam Smith. “Every- 
body,” he explained, “in seeking his own interest is led by 
an invisible hand to promote the interest of his fellow men.” 
Property and lots of it, inheritance and plenty of it, mer- 
chant princes, aldermen eating turtle soup at banquets and 
bankers as heavy with gold as a frog full of shot—that was 
the sort of world to live in! 

Then somehow it all began to crumble away, bit by bit, 
and the people who had been the heroes of the piece became 
the villains of the play. Somebody discovered that property 
was “‘wicked’’, especially property in land, which carried an 
“unearned increment ”’; the “merchant prince” turned into a 
“bloated capitalist”; a “gentleman” was called a “para- 
site”, and decent people were renamed the “bourgeoisie”’. 
It was just like a sort of “transformation scene” on the 
stage; and up hopped a whole lot of devils from below as the 
“proletariat chorus”. The “honest artisan” turned into a 
labor delegate and the “deserving poor” lived up to their 
name and sat and ate the dole. 

The latest victim is the banker, and the indictment 
against him is more bitter than against any of the others. It 
is claimed not merely that his gains are too large but that he 
has no right to exist. It is argued that what he does is to use 
up the privileges and advantages that the people ought to 
have for themselves. His function, it is claimed, is “anti- 
social” and the man has got to be abolished, or, as they say 


in Russia when they knock a peasant on the head with gas- 
pipe, “liquidated”. The banker, in other words, hasn’t got a 
leg to stand on, let alone a fob to dangle over his abdomen, 

This is the argument that at first dimly appeared in 
Marxian Socialism, where it was overshadowed by the larger 
argument against all employers of labor. It ran as a sort of 
thread through the doctrines and platforms of Populists, 
Grangers, and Ultra-Progressives. It belonged in the carpet 
bag of the transient technocrats—who would have measured 
the banker’s value in the physical ergs of his effort. Of late 
it has risen to a shout in the anti-bank doctrines of Professor 
Frederick Soddy of Oxford, of Major Douglas of Scotland 
and all that goes with the new “social credit” school. 

The anti-bank doctrine centers round the idea of “coining 
credit’. The notion is that the banker gets something out of 
nothing; and since that isn’t physically possible, he must 
have taken it out of somebody else’s pocket. The argument 
starts from the very specious and plausible beginning that a 
bank apparently doesn’t make anything or do anything. It 
has premises, of course, but they are only to sit in and dangle 
fobs in. If anybody borrows money they don’t ever give him 
real money, not gold and silver as they used to do in the days 
of Queen Elizabeth. They don’t even give him paper money 
as they used to do in the days of Queen Anne. They’ve 
learned a better trick than that. They just take a pen and 
write a credit in a book, and say, ‘“‘ There you are.” Then the 
man with the credit makes a “deposit ’””—same figures, same 
ink—and the banker has “created” ten thousand dollars 
worth of credit in ten minutes and goes out to a ten dollar 
lunch with something wearing a bunch of five dollar violets, 
bought out of the transaction. What a life! 

The thing would never have been given away if the banks 
hadn’t started—or the Government hadn’t compelled them 
—to publish accounts. Even the simplest mind would be 
struck by the queer similarity of loans on one side of the 
account and deposits on the other! Something fishy about 
that! 

In the old days when the banker went into his counting 
house and counted, and you could hear him, through the 
window, counting, “‘a million and one, a million and two, a 
million and three”—it sounded as impressive as a prayer. 
But write it all down and the secret is out. It didn’t take a 
brilliant man like Professor Frederick Soddy of Oxford ten 
years to see that the whole thing was a sell; or a man as hard- 
headed as Major Douglas, a Scottish engineer, to see that it 
was just social robbery. 

Major Douglas joins with Soddy in his view of banks and 
banking. “As the situation stands at present,” he says, “ the 
banker is in a unique position. He is probably the only known 
instance of the possibility of lending something without 
parting with anything, and making a profit on the transac- 
tion, obtaining in the first instance his commodity free.” 
The best thing that Douglas can say for the banker is: 
“There is no suggestion that bankers, as human beings, are 
in the main actuated by any anti-social policy.” No, the idea 
seems to be that the banker, as soon as he enters his office, 
ceases to be a human being and starts to growl. The inter- 
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By STEPHEN LEACOCK 


esting problem with Douglas is: Why is a banker not worse? 
What holds him back? “It may be asked,” he says, “why a 
bank only pays a dividend of 25 per cent or so.” The answer 
js simple. Their real earnings are measured by the control 
over industry which they acquire—earnings so rapid that in 
a few years the control will be absolute if not checked. The 
amount distributed in dividends is, or could be, any desired 
dividend of “this capital control”’. 

Now the whole argument has such a false air of plausibility 
to it, is so surprising, so like the exposure of a conjuring 
trick that many people are carried away with it breathless. 
And yet I venture to say—in fact I say it—that there is 
absolutely nothing to it. The banker doesn’t “coin credit” 
for himself, can’t ‘“‘make money” for himself, or do any of the 
amazing things described by Major Douglas. All that he does 
is to earn, and deserve, a peculiar kind of gain called “‘inter- 
est” in return for a peculiar kind of social service. The whole 
thing is just as legitimate as getting money for playing the 
saxophone or selling groceries or driving a street car. 


WHAT’S THE MATTER WITH INTEREST? 


LOOK back into the history of it. We say the banker earns 
“interest”. The word is a tainted word that has come down 
the centuries with a dead cat tied to it, the dead cat of 
“usury”. The last means a forced bargain, based on neces- 
sity, like selling bread to a starving man, and not correspond- 
ing to profit made. The ancient world knew little of real 
interest and much of usury and hence the denunciation of 
interest by Aristotle and by the Fathers of the Church. 

But the two things sifted out from one another as the 
world of modern commerce and industry grew up—say from 
1500 A.D. onwards—when a man could borrow a pound and 
gladly give a shilling for a year’s use of it, having made ten 
times as much for himself. 

So commercial interest rose and with it banking. At first 
bankers were people who gathered up a “bank” or “bunch” 
of money to lend to the governm:nt; then people who gath- 
ered it and lent it commercially. Eurly bankers actually kept 
coin, stored it for other people at a small charge, stored 
valuables, plate and jewels also, and made loans of coin for 
“adventurers” in trade. In England the use of the word 
“goldsmith” long obscured their real functions. 

With the rising commercial world there grew up, in the 
eighteenth century, the use of all kinds of paper documents 
for handling money, receipts and orders and transfers, and 
the things called checks. It was found that these, being light 
and portable, were “better than gold”. Hence bankers could 
substitute documents for coin. Since it wouldn’t happen that 
all the banker’s “depositors” (people who left coin with 
him) would want it at the same time, he could lend a large 
part, more than half of what he actually held, and still 
answer all calls on him for ready coin. Hence the system of 
checks, deposits, loans and reserves appeared in England 
fully developed by the time of Adam Smith and in the half 
century between his days and those of Mill. 

All the economists of the time looked on banking and bank 
money as a wonderful new social mechanism—a “‘ waggon- 
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way through the air,” said Adam Smith. As they saw it, the 
banker was a productive agent, like a central labor ex- 
change, or, if one will, a central telephone station. Some 
people have money that they can’t use. One may think of it 
as actual coin, or as a claim for physical goods. The argument 
is the same either way. Other people have opportunities that 
they can’t use for lack of money. Left to themselves these 
two sets of people would chase one another round the block. 
But put the banker into the picture and it’s all changed. All 
the unused money turns into a usable general fund. All the 
valid opportunities can now be used to the full extent of the 
available means of production. In other words, the banker 
is helping to direct human labor to the production of com- 
modities most needed. 

So ran the time honored argument. It seems to me that 
in the main it is sound. Obviously all kinds of minor con- 
siderations come in: the question of regulation to prevent 
fraud; of the issue of bank money and how to guarantee the 
public against unwise banking as well as dishonest. But all 
that is beside the present purpose. The essence of the thing 
is there. 


AN INTERESTING EXPERIMENT TO TRY 


NOW take the “coining credit” argument. The banker can 
coin himself all the credit he likes? No, he can’t—not a cent. 
Try it yourself. Go into a room by yourself with a new empty 
ledger and write yourself in a deposit of a million dollars, and 
sit and chuckle over it! Are you any richer? Not a particle— 
just a step nearer some rest home. The argument is drawn in 
extreme terms because, as Plato said, “‘it is easier to read in 
capital letters.” Now suppose that while you are sitting 
crying over your new ledger because you can’t coin yourself 
credit, Smith and Brown and Jones turn up and Jones says, 
“How would you like to keep our accounts—write down 
what I lend Smith, what Smith pays Brown and what they 
both pay me—and if you do we'll give you a little for your- 
self.” Reduced to its lower terms that’s all that current 
accounts mean. 

To say it over again in another way. If Jones, who wants 
to buy machinery comes into the bank to borrow ten thou- 
sand dollars, and the bank lends it to him and he gives a 
check to Brown to pay for the machinery, notice that it is 
Jones, not the banker who gets the machinery. And when 
Brown, having deposited the check for the machinery, 
presently gets paid by Jones with a check on the bank, the 
banker has to make good the check. So that as far as the 
banker is concerned, it all cancels out; except that the banker 
is paid (in real money if he wants it, or in an order on some 
other bank) a certain amount called interest. And twist it as 
you will, high or low, up or down, that’s all he gets. The no- 
tion as expressed by Major Douglas, that if he likes he can 
take it all, means on analysis, that if he likes he can take all 
Brown’s machinery and Jones’ goods, which is absurd. 

It would be drifting onto other ground to start to ask 
whether the government couldn’t take over the banks’ 
functions and itself make the loans. That would shift from 
one subject to another. Personally I don’t think it could. 
It is not the kind of thing that a government can do-—to 
make loans to individuals selecting which one will be able 
and willing to pay and which not. Government banking for 
individuals would just be a welter of favoritism and nepotism 
and syllogism, anything ending in “ism”. 

Indeed, the more I think of what the banker does and his 
function in society, the more I feel like giving him back his 
silk hat, and his gold watch and his fob. Here, take it! 
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HE following comments on the standards used in New 
York State for determining legal electric and gas com- 
pany bonds will attempt to indicate some reasons why 

legal lists, however commendable their object and however 
helpful, do not seem to be altogether satisfactory substitutes 
for independent research and analysis by bankers. Where 
individual issues are mentioned in the text, such citations 
are for purposes of illustration only, and are not to be con- 
strued as recommendations. For the sake of brevity, sum- 
maries of the contents of some provisions of the legal 
requirements are followed by short comments. 

Provision: Seventy-five per cent of revenues must come 
from electricity and gas, and not more than 15 per cent of 
the balance from any one source. 

Comment: The latter clause is entirely commendable, as it 
is aimed at derivation of over 15 per cent of revenues from 
traction. However, the former clause makes no distinction 
between electric and gas companies. Perhaps some recogni- 
tion should be given to the unimpressive trend in the man- 
ufactured gas business, due in part to such fundamental 
factors as encroachment of cheap electricity on the manu- 
factured gas load, and to the greatly increased thermal 
efficiency of modern gas appliances. This clause places an 
all-electric company bond in the same category as an all-gas 
company bond. 

Provision: In territory where it derives at least 75 per cent 
of its revenues, a company must have permits that are either 
indeterminate, extend five years beyond maturity of the 
bonds, or are subject to a regulatory body. 

Comment: It is suggested that, in the last analysis, a com- 
pany’s safeguard against municipal competition is not an 
indeterminate franchise, since such permits are in most cases 
non-exclusive against municipal competition, and since mu- 
nicipal operation in many states is not subject to approval of 
the regulatory body (witness Tennessee Electric Power, 
which has a perpetual franchise in Chattanooga), but public 
opinion and public satisfaction with rates and service. 

Provision: Net earnings must be twice interest require- 
ments. 

Comment: This is probably the most important provision. 
However, it should be noted that “net earnings”, as here 
used, are before deduction of income taxes, and that fixed 
charges do not include amortization of bond discount. 
These differences from common practice are not particularly 
important, in view of the demonstrated stability of the 
industry. However, the absence of a standard of deprecia- 
tion charges (such as 2 per cent of gross property, or 15 per 
cent of revenues in combination with maintenance) seems 
important, in view of the insufficiency of such charges in 
many systems. 

Provision: Revenues must be $1,000,000 or more annually. 

Comment: From a strictly conservative standpoint, this 
limit is probably too small, permitting investment in com- 
munities too small to be industrially very important or 
relatively well diversified. The writer would prefer to sacri- 
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Legal Investment Standards Plus 


By BANCROFT MITCHELL 


fice some statistical strength, if necessary, for representation 
in more important communities and believes a desirable limit 
is about $5,000,000 gross, a minimum about $3,000,000. 

Provision: The company, during five preceding years, 
must have earned available for dividends an amount equal 
to 4 per cent on two-thirds of its funded debt. 

Comment: This odd provision seems to have as its object 
the establishment of some standard of income remaining 
after fixed charges, or a “margin of safety”. It works out 
that, if a company’s fixed charges are equivalent to 5 per 
cent on its debt, this provision would require net income to 
be 2.6 per cent on the debt—in other words, fixed charges 
would be covered about 1.5 times. It is obvious, therefore, 
that this provision adds nothing to the provision that inter- 
est charges be covered twice. In the opinion of the writer, 
such a “margin of safety” provision, to be effective, must 
relate income after fixed charges (net income) to revenues. 
Such a ratio will show by what percentage revenues can 
decline before fixed charges will fail to be covered (other 
things equal). 


MORTGAGE VS. DEBENTURE 


Provision: A bond must be a mortgage bond. 

Comment: The writer has always felt that if total debt is 
low according to such standards as debt to fair property 
value and times fixed charges covered, and if there are ef- 
fective limitations in the mortgage indenture against ex- 
cessive increase in debt, there should not be discrimination 
against operating company debentures. For example, the 
debentures of Connecticut Light & Power and of Southern 
California Edison might be considered superior to a large 
number of mortgage issues of weaker companies. In fact, 
some preferred issues of strongly situated companies are 
considered by analysts superior to many bonds. 

Provision: Subsidiaries raay be included in earnings if all 
their mortgage bonds and controlling interests in their stocks 
are pledged as part security for the parent debt. 

Comment: If debentures were otherwise allowed, this 
provision would nevertheless outlaw such debentures as 
those of American Telephone & Telegraph and Consolidated 
Edison. It is suggested that qualifications might be justified 
which would admit cases such as American Telephone where 
subsidiary debt is extremely low, where there are indenture 
restrictions against excessive bonding of subsidiaries, and 
where overall debt is conservative. 

Provision: Mortgage debt should not be in excess of 60 
per cent of the value of owned physical property per the 
books of the company. 

Comment: The effectiveness of the provision is limited to 
some extent by the apparent use of the gross property figure 
(before depreciation reserve), but to a greater extent by the 
use of property book value. The company whose property is 
written up is more likely to meet the requirements than one 
whose property is carried at a conservative value. This field 
is left wide open to the analyst. 
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Deposits Up but Not Profits 


By E. S. WOOLLEY 


N interesting study is provided by the “application of 
A funds statement” which is shown below. This state- 
ment was prepared from the published figures of a 
small bank covering the period from June 30, 1933, to March 
31, 1937. During this time the deposits increased from 
$565,000 to over $1,000,000, a growth of 84 per cent. Yet 
during the same period the surplus and undivided profits 
decreased by $12,482.39. 

The bank retired $154,000 of bills payable, but this was 
accomplished by liquidating assets and borrowing money in 
the form of capital debentures from the R.F.C. The increase 
of the debentures and deposits together totaled $526,458.41, 
while the total resources increased only $255,631.42. This 
means that assets were liquidated to the extent of $270,- 
826.99, which is more than sufficient to take care of the bills 
payable and close out reserves and other liabilities. 

As these figures were taken entirely from the statements 
published in compliance with the law, there is no way of 
knowing the actual value of the assets shown. There might 
be an appreciation or depreciation in such assets. On March 
31, 1937, Federal and other bonds amounted to $438,940.64 
and “other real estate” to $48,615.01 at the book figures. 

The significant fact is that deposits increased 84 per cent 
in three and one-half years, yet the depositors had almost 
twice as much protection, as represented by stockholders’ 
funds, at the beginning of the period as at the end. 

Undoubtedly, this bank considered the remarkable in- 
crease in deposits indicative of rapid progress. But was it? 
That morgue of business, the bankruptcy court, is full of the 
records of those concerns which harbored the same belief. 
No business, much less banking, can long exist today unless 
it is profitable. There soon comes a time when stockholders, 


SOURCE OF FUNDS: 
Deposits increase 


$476,458 .41 
Sale of debentures to R.F.C....... 


50,000 .00 


Total source of funds $526,458 .41 


APPLICATION: 
To increase cash on hand and in 

$ 59,398.22 
51,139.39 
16,372.25 


To increase U. S. bonds...:...... 

To increase other bonds 

To increase Federal Reserve bank 
stocks 

To increase mortgages 

To increase loans and discounts... . 

To increase other real estate 


900 .00 
93,887 .43 
2,014.11 
39,923.91 


Total to increase assets 
To retire bills payable 
To close out reserves (net) 


$263,635.31 
$154,293.85 
96,046 . 86 


Total to retire liabilities 


$250,340.71 
To absorb operating losses 


12,482.39 


Total funds provided as above 


$526,458 . 41 
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no matter how philanthropically inclined, become tired of 
putting money into a losing venture. 

The increase of deposits is necessary to banks. Growth is 
something which is always to be desired if that growth is on 
a solid foundation. Any business can grow for a certain 
length of time if it follows the practice of selling its service 
or commodity below its actual cost. 

From the customer’s point of view there is a very decided 
difference between purchasing some commodity at a price 
which is known to be below its actual cost and the buying of 
a banking service at “bargain” rates. In the case of the 
commodity, the customer has the asset, and what happens to 
the seller is no concern of his. His interest in the seller ceases 
with his purchase. But it is far different in the case of the 
customer of a bank. Here the customer’s interest does not 
cease with the purchase. His interests are inevitably tied up 
with the continuing security of the seller. 

Bank customers must recognize that, in order for their 
banks to build the strong financial structure so necessary to 
service the deposits properly, they must earn sufficient 
profits to build up a surplus and provide for future con- 
tingencies. This can be done only by profitable banks. 


Assets 
Increase; 
Liabilities 
Decrease 
$ 59,398.22 
51,139.39 
16,372.25 

900 .00 


93,887 .43 
2,014.11 
39,923.91 


$263,635.31 
154,293.85 


12,482.39 
115,133.16 


Stocks F.RB:....... 
Mortgages 

Loans and discounts 
Other real estate 


Bills payable 
Surplus and undivided profits 
Reserves 


$281,909 . 40 
$545,544.71 


Assets 
Decrease; 
Liabilities 

Increase 
1,420.66 
6,583 .23 


8,003. 89 
476,458.41 
50,000 .00 
11,082.41 
$537,540.82 


$545,544.71 


Furniture and fixtures. . . 
Other assets 


Total asset decreases 
Deposits 


Debentures 
Other liabilities 


Cash on hand and in banks. . . 
U.S. bonds. .... whe 
Other bonds. ... 
Total liability decreases... 
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How Indiana Researched 


By ROBERT H. MYERS 


E period from 1916-1936 was a hectic one in the bank- 
ing industry. The country experienced the greatest war 
of all time, it passed through periods of prosperity and 

depression, and underwent revisions of financial, social and 
general economic ideas. The research committee of the 
Indiana Bankers Association has issued a 1937 report 
(reviewed on page 3 of this magazine) which covers the 
banking trends of this 20-year period and suggests a specific 
plan to be put into effect now. 

One of the most interesting chapters in the report deals 
with the changes in balance sheet items and combinations 
of items since 1916. While the number of banks has de- 
creased, the average resources per bank have trebled. While 
loans used to be the major earning assets in Indiana banks, 
investments now take first place; moreover, Government 
bonds account for by far the largest part of the increase in 
security investments of both state and national banks. The 
increase in Governments held by all banks was 700 per cent 
during the two decades. 

A study of the break-down of loans shows that “other 
loans”, generally considered to constitute commercial loans, 
have declined to new lows—constituting only 25 per cent of 
the 1929 figures, and being far below the amount held in 
1916. On the other hand, real estate loans have increased 
until they make up a new high proportion of total loans, 
indicating a trend that may be regarded with some appre- 
hension in institutions whose deposits are in fact, if not by 
legal designation, almost wholly payable on demand. 


IMPORTANT BANKING CHANGES 


THE report devotes some attention to changes in fixed 
assets, and capital funds and reserves. The changes in the 
composition of deposits as between time and demand are 
examined. Considering the current cash position, and taken 
in connection with the holdings of Government bonds, the 
theoretical liquidity of Indiana banks as a whole in 1936 
exceeded 50 per cent of their total deposit liability. 

The Indiana research committee, viewing the various 
trends, concludes that the current high investment position of 
banks requires careful watching and a conservative invest- 
ment policy. It believes that the statistical data showing 
greatly increased investments (especially Government 
bonds) and sharply decreased loans (especially commercial 
loans) indicate a fundamental change in the character of 
banking operations that may be permanent. These changes, 
obviously, have a profound effect upon bank net earnings; 
consequently, earnings and expense trends for the period 
1916-1936 were analyzed. A decline of asset earnings is the 
clearly indicated trend, both because of decreases in loans 
(relatively high income producers) and the increase in se- 
curity investments (relatively low income producers), and 
because of the lower interest rates obtainable on both. 

The increased proportion of time deposits held in the aver- 
age bank had kept interest-paid expenditures at the top of the 
list of outgo items. 
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Taxes paid give no indication of relieving the pressure on 
net earnings. “Other expense” apparently is not yielding to 
bank management efforts to reduce it. With interest from 
earning assets accounting for a steadily declining percentage 
of gross operating earnings, it is increasingly obvious that 
banks must look to new sources of revenue for profits. The 
problem of greatest immediate concern to bank manage. 
ment, in the opinion of the research committee, is that of de- 
veloping new sources of revenue if banking institutions are 
to continue to operate upon a sound basis. Fees for services 
are unquestionably the most readily available source of 
income and the fairest to the customer. It is logical, therefore, 
that the second part of the report is concerned with “ Mer- 
chandising Your Bank’s Services.” 

The fair-profit principle of making each department and 
each transaction pay its own way is advocated. 


COST ANALYSIS 


THE research committee feels that in most cases it is a good 
investment to employ the services of a professional organiza- 
tion to analyze bank costs and suggest a schedule of charges 
and provisions. If that is not done, it recommends following 
the Manual for Determining Item Costs, Booklet No. 15, 
issued by the Bank Management Commission of the 
American Bankers Association. It advocates charges neither 
too high nor too low, but based on actual costs plus a reason- 
able profit. It proposes a complete merchandising plan, with 
rates and provisions of various services equitably correlated. 

In regard to checking account service, it is recommended 
that “selling prices” include a legitimate profit over actual 
costs. The use of a composite or average rate for all items is 
not recommended, because the expenses caused by some 
accounts are mainly for checks drawn, the most costly items 
handled; other accounts deposit large numbers of transit 
items, but draw few checks; still other accounts deposit 
many checks on other banks in the same city, the least 
expensive items handled. The cost ratio between “on us” 
items, transits and local clearings is recommended to be set 
at 5 to 3 to 1, if the Manual is followed. 

The use of the analysis factor sometimes called “desired 
profit” is mot recommended. The committee contends that 
the profit desired should be achieved by adequate “mark- 
ups” in all item rates and charges for services; by decreasing 
the earnings credit allowed below the bank’s average ex- 
perience; by increasing the cash reserve deduction beyond 
the bank’s average position; and by the inclusion of an ade- 
quate monthly analysis charge for account maintenance. 

The committee concedes that to the uninitiated in modern 
bank merchandising the report may appear to pose some 
formidable practical problems, but it denies the validity of 
this objection. Other businesses have “price lists” and 
“catalogues of services.” So in modern banking, the rate 
and provisions for ordinary services in constant daily use are 
easily memorized by the bank’s staff. For the less frequent 
transaction, bankers, too, will refer to their “manual”. 
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The Farmer’s Banker 


By EUGENE P. GUM 


issue rapidly becoming political, is out in front and is 

beginning to receive some of the attention it should 
have received a century ago. The horse has been stolen but 
we may lock the barn in time to save the colt. The greatest 
damage is being sustained through the loss of soil fertility 
through water and wind erosion. A close study reveals the 
fact that in this nation we are losing, through erosion, three 
billion tons of top soil every year—enough to fill a train of 
freight cars girding the earth 19 times at the equator. 

In touching upon this problem I localize the issue, but 
the conditions are general. Today Oklahoma is alive to its 
responsibilities in solving this pressing problem. We are 
attempting to apply what appears to be the correct remedy 
for water erosion, an appalling task but not as impossible as 
the pot of gold at the foot of the rainbow. Our first attack of 
any consequence was made three years ago. While much 
progress was made the first two years, more terracing has 
been accomplished within the last nine months than during 
the 30 years of statehood that preceded. As a result the en- 
tire state is terrace-conscious, and we are well on our way 
to preserve one of the richest top soils in America. 

The tenant problem, outside of wind and water erosion, 
offers the greatest contribution to those forces that cooperate 
to destroy the fertility of our top soil. This is not an indict- 
ment against the tenant farmer and is not a problem 
peculiar to Oklahoma, for tenants shift from place to place 
year by year and naturally feel little if any interest in build- 
ing up the soil. Consequently, they plant the most produc- 
tive money crop and disregard the value of crop rotation, 
strip cropping, or the planting of legumes. Immediately we 
are confronted with the need of (1) correcting the condition 
of land tenure, placing our farms in the hands of men who 
will feel the necessity of maintaining and improving the 
soil, or (2) providing long-time contracts between landlords 
and tenants, setting up a system of soil conservation and 
reclamation over a period of years sufficiently long to give 
the tenant the advantages so obtained as an incentive for 
the additional labor required. 


= conservation of our natural resources, an economic 


THE BANKERS’ STAKE IN SOIL SAVING 


WHY should bankers be interested in this raid upon our 
most valuable natural resource? I read an article on the front 
page of a daily paper, a few minutes before writing this, 
which said: “Why aren’t you interested in the protection 
of your feet? They are the foundation upon which you 
stand.” Banking is the mud sill of a complicated business 
structure that rests upon agriculture. Land fertility is the 
foundation upon which we stand and is rapidly being washed 
from under us. What can we do about it? 

The remedy for water erosion seems to be well established. 
Experimentation has proved that moisture can be controlled 
and should be retained where it falls. To accomplish this, 
farms should be terraced, brush dams established, grass and 
rock outlets constructed, soil building crops properly ro- 
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tated, contour furrowing encouraged, strip cropping prac- 
ticed, and the correct legumes planted to prevent leaching. 
Attention should be given to water conservation and control 
through the building of well engineered outlets and the 
proper construction of ponds and lakes. Careful attention 
should be given to the establishment of a proper balance 
between forest, grass and plow land by the adoption of a 
permanent policy. 

The problem is so big it can best be attacked by the 
Government, working in cooperation with the states and 
such other local agencies as may be set up through a common 
interest in the successful accomplishment of the task, but it 
must always be borne in mind that these forces will fail, 
powerful as they are, if we do not coordinate with them the 
driving power to be obtained by enlisting the interest and 
influence of the bankers, business men and farmers. 


WHAT OKLAHOMA BANKERS ARE DOING 


IN Oklahoma our bankers, working through the agricul- 
tural committee of the Oklahoma Bankers Association, are 
cooperating with Government and state agencies and the 
American Bankers Association to help save our soil. A little 
research brought to our attention the fact that from 20 to 
200 farmers in every county wanted to terrace their land. 
They had the horse or tractor power to do the work but 
could not turn a furrow until some experienced engineer 
could run the levels for them. The A. &. M. College con- 
tributed every possible assistance along this line consistent 
with its limited appropriations. The county agents, although 
working overtime, were unable to meet the demand. Seeing 
an opportunity to assist, our agricultural committee divided 
the state into five groups, and the five groups into 20 clear- 
inghouses with one member of the committee in charge of 
each group. Pending the removal of growing crops, this 
committee is conducting a survey to ascertain the number of 
farmers in the state who are willing to terrace if the levels are 
run for them. With this information in hand we are appeal- 
ing to the engineers in charge of the work of the C.C.C. 
camps in each clearinghouse area for men to run levels. 

If a sufficient force cannot be delegated for this purpose 
we will call our bankers into conference in each clearinghouse 
district with a view to employing engineers to conduct a 
school to educate enough men in each area to run the re- 
quired levels. The farmers are willing to pay from 10 to 15 
cents an acre for running their lines, and are willing to 
purchase terracing machines if they do not already own 
them. We have secured the passage of a bill through our 
state legislature appropriating six power terracing machines 
for each county. Where this fails to take care of the demand 
of farmers who cannot afford their own terracing equipment 
it will be the purpose of our bankers to furnish a few home- 
made machines which can be constructed at a reasonable 
price. Through this method we may be able to furnish an 
outlet for the latent power ready to start the work of ter- 
racing thousands of our farms. 
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O the Board of Directors:* 
As instructed, an analysis of savings accounts was 
made for a period of one year in order to determine the 
cost of carrying them. Your investments were also analyzed 
for a period of one year in order to determine your average 
yield on your earning assets, which earning rate would be 
applicable to the investment of funds created through ac- 
cepting savings accounts. 

The daily average deposits for the period analyzed 
amounted to $1,681,470.94, less 6 per cent reserve require- 
ments, or a net average daily deposit of $1,580,582.68. Dur- 
ing the period of one year the total interest paid on savings 
accounts amounted to $30,153.24. By changing the mode of 
paying interest quarterly at 2 per cent on minimum monthly 
balances, irrespective of the balance in the account, to six 
month periods, and figuring interest only on the lowest 
balance in the account during the six-month period, the 
average rate of interest paid on savings accounts for one 
year amounted to 1.788 per cent before reserve requirements 
and 1.9077 per cent after reserve requirements. 

The total expenses applicable to savings accounts, ex- 
clusive of the cashier’s overhead expenses for the investment 
of funds deposited, amounted to $4,305.17. This amount, I 
understand, will show an increase in the future, as the State 
is expected to reinstate the law regarding the tax on savings 
accounts, regardless of the rate of interest paid. 

An analysis of savings accounts was made for a period of 
one year in order to determine the percentage of accounts 
to the total accounts and the percentage of the total balance 
under each classification to the total of all savings accounts. 
Total activities of the various groupings were also analyzed 
for the period covered. 

Accounts in the $1-$10 classification numbered 649, 
which amounted to 24.07 per cent of the total. The total 
balances of all these accounts amounted to $2,302.00, or 
.12 per cent of the total balances of all accounts, amounting 
to $1,775,882.00. The number of accounts in the $1-$50 
class was 397, or 14.72 per cent of the total accounts. The 
total balances of the $10-$50 accounts amounted to $10,- 
166.00, or .57 per cent of the total of all balances. Approxi- 
mately 2,010 entries passed through the $1-$10 accounts 
during the period analyzed, or 16.44 per cent of the total 
activity. Approximately 1,656 entries passed through the 
$10-$50 accounts, or 13.53 per cent of the total activity. 
Therefore, the total loss in deposits, if the $1-$50 accounts 
were eliminated entirely, would amount to only $12,468.00, 
or .69 per cent, a negligible amount compared to the total 
deposits. The total activity of these classes of accounts rep- 
resented 29.97 per cent of the total activity of all the ac- 
counts. The total interest credited for the year on accounts 
from $1-$10 amounted to $132.24 of a total credited of 
$30,153.24, or .438 per cent of the total, which is also 
negligible if interest were eliminated entirely in this class. 
My analysis also disclosed that quite a few savings deposi- 
tors are abusing the privilege of carrying this type of ac- 


* Based on an actual report made to the board of directors of a small bank 
analyzed by the author. 
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Saving on Savings Accounts 


count by using it as a checking account. A sample of this 
activity is represented by the following: 


Account Number of | Number of Interest 

Number Balance Debits Credits Credited 
59 $8.79 18 51 $ .35 
789 1.00 7 6 shi 
3265 1.51 8 7 .06 


A detailed list showing the activity of all other active 
accounts should be prepared from my analysis sheets left 
with the bookkeeper. The customers should be interviewed 
by the cashier and the account closed entirely or placed ona 
checking account basis subject to service charges. 

In view of the risks involved in investing funds, the pay- 
ment of Federal Deposit Insurance, and the tax on savings 
accounts paid to the State, I would suggest the following:— 

1. No deposit of less than $10 should be accepted. 

2. No interest should be paid on any account under $50, 

3. There should be a reduction of interest on thrift de- 

posits with balances over $3,000 to 2 per cent on the 
first $3,000, and 1 per cent or 1% per cent on all 
amounts over $3,000. The bank had 48 accounts with 
total balances of $400,076, which represented 22.53 
per cent of the total balances of all thrift deposits. 

All earning assets accounts were analyzed for one year in 
order to determine the average yield on your investment of 
funds, which constituted practically the entire earnings of 
the bank. Taking the earnings on a cash basis during the 
yearly period analyzed, a rate of 4.816 per cent was earned 
on your average investment. The following schedule is re- 
spectfully submitted: 


ANALYSIS OF EARNING ASSETS 
(for a period of six months) 


Average Per cent of 
Daily Investment Amount Average 
Balances to Total of Earning 
Investments Investments Earnings Rate 
$ 469,145.80 18.571% $ 4,299.24 1.812% 


Other stocks and bonds 
Loans and discounts. . 


732,708.51 29.005% 
1,069,133.38 42.322% 


16,694.85 4.507% 
31,802.25 5.884% 


Federal mortgage loans 49,442.85 1.958% 1,223.59 4.895% 
Monthly payment plan 131,955.28 5.223% 6,445.05 9.661% 
Other real estate and 

chattel mortgages 73,794.27 2.921% 1,050.00 2.814% 


$2,526,180.09 100.00 % $61,514.98 4.816% 


In connection with the earning rates on Federal mortgage 
loans of 4.895 per cent and loans under the monthly payment 
plan of 9.661 per cent, it is suggested that some consideration 
be given to the setting up of an unearned discount account on 
the general ledger, into which the discount on these long 
term loans from 12 months upward be credited. The propor- 
tionate amount earned each month should be taken out of 
unearned discount and credited to earnings instead of the 
present procedure of crediting the full amount of earnings 
immediately to the earnings account. 

Regarding the income on “other real estate” and chattel 
mortgages, amounting to $1,050.00 with an earning rate of 
2.814 per cent, it was found that expenses covering opera- 
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By THEODORE HENRIQUES 


tions were charged direct to the expense account. It is 
suggested that all expenses hereafter be charged against the 
particular property affected. This would reduce the average 
earning rate considerably. 

Considering the average net deposits on savings accounts 
after reserve requirements, amounting to $1,580,582.68 in- 
vested at the average yield on all investments of 4.816 per 
cent, and a payment of a 2.18 per cent cost rate which 
would include estimated expenses of $4,305.17 and interest 
requirements of $30,153.24 on a 1.9077 per cent basis, the 
profit accruing from savings accounts during the period 
analyzed amounted to $42,719.67, viz: 


Investment of funds-savings accounts 
(4.816% average yield) 

Cost of operating savings accounts 
(exclusive of investment service). . . 


PROFIT ON ACCOUNTS 


_ $77,178.08 


34,458 41 
$42,719.67 
or approximately 2.665 per cent profit on the amount of 
savings account deposits after reserve requirements invested 
at the average yield on investments. 

The cost of carrying accounts in the $1-$50 class, exclu- 
sive of interest charges on average savings accounts depos- 


its of $14,000 less 6 per cent reserve requirements, or $13,160, 
was as follows: 


$13,160.00 invested at average earning rate of 
4.816 per cent 

Yearly cost per account $1-$10 class (649 ac- 
counts @ $1.655 per account) 

Yearly cost per account $10-$50 class (397 ac- 
counts @ $1.655 per account) . 656.04 
Yearly loss on accounts $1-$50 


$ 642.60 
$1,074.09 


$1,087 . 53 


This is, of course, exclusive of the cost of each item passing 
through the accounts during the year at a cost of .3519 cents 
per item on 3,666 items, or $1,290 in addition to the $1,- 
087.53 loss shown above, or a loss of $2,377.53 on these 
small accounts. 

Your consideration of my previous suggestion to elimi- 
nate all interest on accounts up to $50 and to accept 
no deposit less than $10 is again called to your attention 
after reviewing the above cost figures. 


RECORDS AND PERSONNEL 

The records of the bank were neatly kept and operating 
costs, I believe, are being kept down to a minimum figure. 
However, due to the limited staff, the teller at the savings 
account window posts all records on the cards and also runs 
the general ledger. 

This operation, I believe, should be remedied by allocating 
the posting of the daily entries on the cards to someone 
else. 

The excess reserve of numerical pass books and cards 
should be kept under control and immediately removed 
from the stationery supply room, where it is subject to the 
access of all employees in the bank. 


ANALYSIS OF SAVINGS ACCOUNTS FOR A PERIOD OF ONE YEAR 


Daily Average Deposits 
Less 6% Reserve Requirements. . . 


$1,681,470. 94 
100,888.26 $1;580,582.68 
30,153.24 
1.788% 
1.9077% 


ACCOUNTS 


Number of 
Accounts 
at Close 
of Period 

649 
397 
215 
612 
341 
435 


Total 
Balances 
at Close 
of Period 
2,302 .00 
10,166.00 
15,666 .00 
154,880 .00 
241,624.00 
951,168.00 
400,076.00 


Per Cent 

of Total 
24.07 $ 
14.72 


$10.01-$50.00 
$50.01-$100.00 
$100.01-$500.00 
$500.01-$1,000.00 
$1,000.01-$5,000 .00 

Over $5,000.00 


Total 
Number of Per Cent 
Entries of Total 
2,010 16.44 
1,656 13.53 
1,039 8.50 
3,452 
1,772 
2,043 
261 


Number of Number of 
Debit Entries Credit Entries 
During Period During Period 
1,528 
1,194 
726 


Per Cent 
of Total 


$1,775,882 .00 


Stationery 
Machines and Equipment (amortization) 


F. D. I. C. Insurance Charges (24 of amount paid) 
Tax on Thrift Accounts Paid State 


Total Yearly Expenses 
Cost per Item 
Cost per Account 
Average Yield on Investments (for period analyzed) 


100.00 12,233 


1,871.1 


Average Rate of Interest Paid on Accounts after Reserve Requirements and Including All Expenses 


July 1937 


1,730.13 
Total Interest Paid on Accounts 
Average Rate of Interest Paid on Accounts before Reserve Requirements. ..... 
Average Rate of Interest Paid on Accounts after Reserve Requirements............... : - 
‘ 
7.97 88 
; 22.69 8.72 831 2,621 
; 12.64 13.61 480 1,292 
16.13 53.57 501 1,542 
; 48 1.78 22.53 76 185 
2697 10.00 110.0 
EXPENSES 
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Budgetary Control for Small Banks 


By J. W. MILLER 


E advantages of budgetary control of income and 
expenses are not generally appreciated by many bank 
managements, especially those who operate the smaller 

institutions. When the subject is brought up in discussion 
these officials will agree that in theory control is excellent 
but in practice it simply doesn’t work out. With very few 
exceptions, expressions of this type come from men who have 
not given budgetary control a trial. Once an institution is 
operated under a budget, it is reasonably certain the man- 
agement will insist upon continuing to do so. 

Budgetary control consists of anticipating a bank’s income 
and attempting to keep its expenses in proper relation to 
the income figure. It is merely a means to an end. 

Operating under a budget has a valuable psychological 
effect on all officers and department heads responsible for 
operations. These men have set and are striving for a cer- 
tain goal and will exert every effort to attain it. While many 
banks have been budgeting their expenses, it is generally 
true that only the larger institutions have been budgeting 
both income and expenses. To get a complete picture both 
income and expenses should be budgeted. 

The first step necessary to place a bank’s operations under 
a budget is for the management to make someone responsi- 
ble for its preparation. This should be the controller or 
auditor or, in small institutions where no such office exists, 
someone who is thoroughly familiar with the earnings and 
expenses of the bank. 

In arriving at the income figures highly detailed analyses 
should be made. The heads of the lending, investment and 
service departments should be consulted in an effort to de- 
termine the prospects for the coming year. Proper considera- 
tion should be given to the trend of the volume in the 
various departments. The possibility of changes in the rates 
of interest received on earning assets should not be over- 
looked. The many fees charged should be carefully analyzed 
and those which seem inadequate for the service rendered 
should be adjusted wherever this is possible. 


CONSIDER INTEREST RATES 


ONE of the largest disbursements in a bank’s operating 
statement is interest paid. With interest received on a large 
portion of banks’ earning assets almost at the vanishing 
point, this item looms up more important than ever. Careful 
thought should be given the rates of interest paid to deter- 
mine whether these figures are in line with the low yields 
received from loans and investments. The heads of the 
certificate and savings departments should be consulted in 
anticipating the volume of business to be handled by them. 

At meetings of department managers there often appear 
many items of expense which are absolutely unjustified. Gen- 
erally when these expenses were first incurred, perhaps years 
back, they were necessary. I have in mind an actual experi- 
ence. The management of one bank was purchasing the 
lunches for all its commercial tellers each Tuesday. Every 
week on this day a large manufacturing corporation was meet- 
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ing its payroll with checks drawn on this bank, the majority 
of which were cashed during the noon hour. For two years 
after the corporation discontinued this practice the bank 
had been paying for these tellers’ lunches. This useless ex- 
penditure was disclosed at the time budget control was 
inaugurated. 

If a bank segregates its expenses as to departments, the 
budget of expenses should be set up in a similar manner, 
However, departmental accounting is not absolutely neces- 
sary to operation under a budget. The various items of 
expense can be budgeted either as to departments or for 
the bank as a whole. 

Under budgetary control, before expenses are incurred 
they should be approved by the person in charge of the 
budget. This is very important. Conditions may arise which 
necessitate certain expenditures that were not taken into 
consideration at the time the budget was prepared. These 
items should be analyzed very thoroughly by the budget 
head, and, before passing on them, he should present them 
to the proper operating officials for their approval. 

The various statements should be so arranged that the 
results from actual operations can be compared with the 
figures set up in the budget. 


HEADINGS IN THE REPORTS 


TO give some idea of the arrangement of these reports, 
the main headings are given here in small capitals and the 
subheads in italics. Further breakdowns are shown in paren- 
thesis. In the operating income report: BANKING INCOME, 
Interest (collateral and unsecured loans, real estate loans, 
budget plan loans, bonds and securities—exempt, bonds 
and securities—taxable), Service Charges (commercial de- 
partment, savings department, miscellaneous), Miscellane- 
ous, Total; INTEREST Expenses, Time Deposits, Public 
Funds, Total; Gross BANKING INCOME; OTHER INCOME, 
Trust Fees, Safe Deposit Rentals, Contract Fees, Miscellaneous, 
Total; ToTaL OPERATING INcomE. In the expense report: 
SALARIES, Officers, Employees; PRINTING AND STATIONERY; 
OFFICE SUPPLIES; TRANSMISSION CHARGES, Telephone and 
Telegraph, Postage, Express, Miscellaneous; REPAIRS AND 
MAINTENANCE OF EQUIPMENT; BANKING QUARTERS, Rent, 
Light-Heat-Power, Supplies, Miscellaneous; INSURANCE, 
Blanket Bond—Burglary—Robbery, Liability and Casualty, 
Compensation, Fire—Tornado—etc.; FrEs, Directors’ and 
Committee, Legal; CREDIT, RESEARCH AND STATISTICAL; 
ASSOCIATION DUES; TRAVELING; DONATIONS; ADVERTISING; 
TAXES; MISCELLANEOUS; TOTAL ExPENSES. In the depart- 
mental expense report: SALARIES, Manager, Others; LUNCH 
Money; PRINTING AND STATIONERY; OFFICE SUPPLIES; 
TELEPHONE AND TELEGRAPH; POSTAGE AND EXPRESS; 
TRAVELING; MISCELLANEOUS; TOTAL. 

The column headings that apply to all three of these re- 
ports are: This Month, Same Month Last Year, Increase or 
Decrease, This Year to Date, Same Period Last Year, Increase 
or Decrease, Budget to Date, Over or Under Budget. 
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From ‘Taxes to Moby Dick 


are included in the final examination of 1936 sponsored 

by the Institute of Bankers in South Africa. This is the 
principal banking organization in the Union. According to a 
recent issue of the Journal of the Institute, the examination 
was divided into two parts, economics and English. The time 
allowed for each part was three hours. In the case of the 
English group, some questions counted more than others, 
the various values being indicated after each question. 


() ints S on everything from taxes to Moby Dick 


ECONOMICS 

1. “Those who clean the streets help to produce what 
society wants, namely: clean streets.” (Jones, page 21.) 
Discuss this statement with reference to the distinction 
between productive and unproductive labour. 

2. What are the advantages of large scale production? 
What advantages, if any, has the South African branch 
banking system over the unit system, i.e., a large number of 
independent banks as obtaining in the United States. 

3. “Extent to which increased demand results in rise in 
price depends on time available for the adjustment of sup- 
ply.” (Jones, page 246.) Explain this statement. 

4. What is meant by normal monoply price? It is some- 
times said that a monopolist can pass on any tax to the con- 
sumer without loss to himself, or that he can never pass on a 
tax because he has already charged the highest price. Dis- 
cuss both statements. 

5. Explain the causes of differences in wages in different 
occupations. 

6. What are the functions of money? 

7. Does the fact that prices have not increased in propor- 
tion to the quantity of gold in bank reserves disprove the 
quantity theory? In what way can Central Banks control 
prices? (Journal, May, 1936.) 

8. Discuss the effect of mechanical systems of bookkeep- 
ing on the demand (a) for labour in banking, (b) for labour 
as a whole. (Journal, December, 1935, and textbooks.) 

9, “The trades which are carried on by means of bounties 
are the only ones which can be carried on between two na- 
tions for any considerable time together, in such a manner as 
that one of them shall always and regularly lose.” 

Give a summary of the advantages of foreign trade and 

then discuss this statement. 
10. The Economist, 9th May, 1936, gives the follow- 
ing rates of exchange, New York on London: (a) Old par, 
4.8666. (b) New par, 8.2397 since dollar devaluation ist 
February, 1934. (c) Cable, 4.9812. 

Explain the terms (a), (b) and (c). In what sense, if any, 
are or were (a) and (b) par rates? In 1930 was there any con- 
nection between (a) and (c)? Does this connection between 
either (a) or (b) and (c) still exist? 


ENGLISH 


The marks allotted are shown in brackets at the end of 
each question. 


1. Write an essay of about 500 words on one of the 
following themes:— 
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(a) “The League of Nations—Ideal and Real.” (b) Avia- 
tion and the British Empire. (c) The place of the native in 
the development of South Africa. (d) The Contemporary 
English Novel. (e) “In Praise of Golf.” (20) 

2. Write (a) A letter to the Railway Company, claiming 
compensation for damage to your luggage. AND (b) Your 
retort to the Railway Company’s reply, which has suggested 
that the damage is due to your personal negligence and no 
claim for compensation can be considered. (12) 

3. Incorporate ten of the following words in sentences 
which will indicate clearly their meaning, and add to each a 
short definition of the word: contravene, discursive, ephem- 
eral, flair, gyrate, homogeneous, plagiarize, kleptomania, 
hypothetical, mentality, judicial, commensurate. (10) 

4, Correct the following sentences, giving very briefly, the 
reason for each correction :— 

(a) Between you and I, there will be no tax now. 

(b) Everyone but he was ready, yet the expedition was 
long delayed. 

(c) Sitting on the gate a wasp stung me, but I did not feel 
it for some time. 

(d) This is one of the best books that has been written on 
the subject. 

(e) Who do you now think the queen will choose? 

(f) Due to his bad eyesight he failed to hit the mark. (6) 

5. Make a précis, about 75 to 100 words in length, of the 
following passage, and invent for it an explanatory title: 


There has seldom been a time in cricket’s long history when youth was 
so badly needed in first-class cricket as is the case to-day. On the one 
hand we hear the lament that the younger players are not coming for- 
ward. On the other hand there is the cry, “ Drop the old men and give 
the youngsters a chance.” 

No one will deny that there is justice as well as policy behind the 
“Give Youth a Chance” plea. But it must always be borne in mind that 
of recent seasons youth has frequently let its advocates down. It is one 
thing to say that men of over forty should be placed on the compulsory 
retired list. It is another thing to find the younger men capable to {fill 
their places. Already we should have lost a great deal of pleasure this 
season if Hendren, now in his forty-eighth year, had been exiled to the 
outer darkness of umpiring or coaching. In his opening game against 
Yorkshire he made over 70 runs when batsmen, who by this time in 
their careers should have eclipsed him, were failing hopelessly. In the 
next match against Surrey he was concerned in a long stand with the 
young player Edrich. . . . (13) 

[This discussion ran 375 words more.] 


6. “Lady Macbeth, not the witches, is Macbeth’s evil 
genius.” Discuss this, supporting your argument by detailed 
references to the play. or “The Tragedy of Ambition.” Is 
this an adequate description of the play? (13) 

7. “Moby Dick suffers from the defects of the writer’s 
qualities; long, learned digressions, loads of philosophic 
thought, clogging redundancies, choke the narrative.” Am- 
plify, and illustrate by references, this criticism. oR “In 
Moby Dick, Melville’s imagination is active not only in the 
material, but also in the spiritual and moral spheres.” Ex- 
plain this. (13) 

8. What qualities in Gibbon’s Autobiography do you most 
admire? or Describe Gibbon’s studies at Lausanne, and the 
methods of study he employed and discussed. (13) 
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Social Security and Bonds 


By GEORGE E. ANDERSON 


IRROSPECTS for the long pull in Government securities 

have been decisively altered by the confirmation of the 

social security program by the Supreme Court. It is un- 
likely that the provisions of the pension portion of the Social 
Security Act, establishing a huge fund already inaugurated 
by setting up in the Treasury the Old Age Reserve Account, 
will long endure. The impracticability of a system which 
would establish a reserve approaching $50,000,000,000, all 
of which must be invested in Treasury obligations, is already 
apparent. Indications are, however, that because of the gen- 
eral legislative situation and the advisability of establishing 
a considerable reserve on this account, the provisions of the 
Act will be allowed to run for some time. 

Estimates of receipts for account of the old age pension 
system during the next fiscal year promise $540,000,000 for 
the Treasury. The part of this fund not required for current 
payments is to be invested in Government obligations that 
will net the Treasury not less than 3 per cent interest. Inas- 
much as payments under this account do not commence 
until January 1, 1942,.all of the fund, for the present, will go 
into Government securities. These may be acquired in the 
open market, or special Treasury obligations may be issued 
to absorb the money. In either event more than half a billion 
dollars of obligations will be taken from the market annually 
on this account. 

The Treasury also expects to receive $570,000,000 in taxes 
for the unemployment trust fund which is eventually to be 
distributed to the states. Even if these funds are passed out 
promptly after the two-year period of preparation provided 
by law, there will always be a considerable proportion in the 
hands of the Treasury for investment in its own obligations. 


PRICE IMPROVEMENT OUTLOOK 


FROM the long term viewpoint the Old Age Reserve Ac- 
count is the more important of the two funds. Its ultimate 
influence on bond prices naturally depends on the extent to 
which the present terms of the law are carried out and on how 
soon the law setting up the account is repealed or modified as, 
in the opinion of virtually all authorities, it eventually must 
be. For the immediate future, whether the Treasury issues 
new special obligations or enters the open market for Gov- 
ernment securities for establishment of the funds, it is evi- 
dent that the general effect of its operations will tend to 
improve the prices of all Government securities. 

Naturally the prospects depend in large measure on the 
size of next year’s Treasury deficit. If the Washington econ- 
omy movement amounts to anything and next year’s deficit 
can be held to the latest estimate of $400,000,000 or so, the 
Treasury’s Old Age Reserve operations will absorb the deficit 
and no new borrowing to meet budget deficiencies will be 
required. At all events, Government borrowing from the 
general market will be reduced by the estimated $540,- 
000,000. Assuming that the budget can be balanced in 
the following and subsequent years, the Treasury will take 
at least half a billion dollars of its securities from the 
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open market each year, the annual sum steadily increasing, 

In fact, if the Old Age Reserve Account is maintained for 
any considerable period the Treasury will rapidly absorb 
the outstanding public debt and, if continued long enough, 
will deprive banks and other investors of their present hold- 
ings of Government securities unless holders are willing to 
carry these securities at prices too high to enable the Gov- 
ernment to net the required 3 per cent interest. In that event 
the Treasury will, perforce, increase the public debt by the 
issue of special 3 per cent securities, probably using the pro- 
ceeds to retire other obligations as they mature. 


OPPOSING FORCES 


EVENTUALLY, in either case, investors’ holdings of 
Government securities will be decreased and their funds will 
be forced into other channels. Thus two opposing trends will 
be set up, one of which will tend to raise the prices of Gov- 
ernment securities by reducing the supply available for 
investment by banks and the public generally. The other 
trend will be in the direction of lowering the prices of some 
of the outstanding issues to bring them within the 3 per 
cent class required for Treasury purchases. 

How far the income on the unemployment insurance 
account, estimated for the next fiscal year at $570,000,000, 
will affect Federal financing is more uncertain than the 
results of the Old Age Pension provisions. The reserve ac- 
count for unemployment insurance is to be invested in 
Government direct or guaranteed securities, either in special 
issues or by purchases in the open market on a basis which 
will yield the fund interest at the average rate for all interest 
bearing debt of the Government for the previous fiscal 
year. None of the money in the reserve fund is to be paid 
out for unemployment compensation until after two years’ 
operation of the state law under which it is to be paid. 

Thus the Federal Treasury will have acquired in the 
unemployment reserve fund a sum probably in excess of 
$1,000,000,000 before payments are to be made. Presumably 
the income from the tax on employers and employees there- 
after will equal the payments made through the states. 
The Treasury will be able to take up on this account more 
than a billion of the outstanding Government debt as a 
permanent investment. The alternative of the absorption 
of outstanding Government securities under the unemploy- 
ment insurance scheme is the issue of new securities which in 
time will replace outstanding issues. 

Sooner or later, accordingly, the Treasury itself for ac- 
count of the Old Age Reserve and the unemployment insur- 
ance fund will take up a gradually increasing proportion of 
the outstanding debt. The amount estimated for the next 
fiscal year is $1,110,000,000; it will increase annually there- 
after. These sums will be taken from the public in the form of 
taxes and in general effect will reduce bank deposits propor- 
tionately until the funds are distributed in the form of pen- Ri 
sions or unemployment benefits—five years in the case of - 
the former, two years in case of the latter. = 
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(lass of 1937 


GEoRGE J. ALLES Linden, New Jersey Th G d ; 
Norman H. ANDERSON Reading, Pa. e Tra uate Seh ool S 


Evuis F. AUER Schenectady, New York 
Joun F. Austin, JR. Frankston, Texas 
PERRIN L. BaBcock Syracuse, New York 


WILLIAM M. BacKER Bound Brook, N. J. 


Joun W. BAKER Chicago, Illinois ie 
LISLE BAKER, JR. Louisville, Kentucky | publis 
catal: 

Leo J. BAUMAN Pavilion, New York quired 
The Graduate res 


THEODORE BENNINGHOVEN Lenexa, Kansas a 

School of Banking 


ALVIN J. BERRY St. Johnsville, New York 


T. BIsseELLE 


Washington, D. C. 


Paut W. Bittner Greenfield, Massachusetts 


In BaNkING’s issue of February 1935 appeared an article by John H. Puelicher describing the 

aim of the Graduate School of Banking, which was to hold its first session the following 
Summer at Rutgers 

Minot, N. D. s 


A. LAURENCE BRACKETT Taunton, Mass. 


Raymonp A. H. BRanptT 


Joun S. Brayton Fall River, Massachusetts 
An official announcement, below left, was issued, which quoted the purpose of the School in 

Joun M. BrREDBENNER Nescopeck, Pa. part as follows: “The Graduate School of Banking will approach the problems of banking in 

a broad, educational manner, emphasizing the social and economic implications of banking 

and considering these problems almost entirely from the administrative point of view 

The fundamental objective of the teaching program is a broad educational approach in each 


course as distinguished from training in routine operation” 


Fioyp E. Brink Philadelphia, Pennsylvania 
J. Wotcott Brown Manasquan, New Jersey 


Frep B. Buck Bakerton, 


Pennsylvania 


GODFREY BuDIN Teaneck, New Jersey 


ANNOUNCING 


APPLICATION FOR ADMISSION 


Pau C. BuTCHER Chicago, Illinois 


THE OPEWING OF 


Lhe Graduate>ose choot 


FOR BANK OFFICERS 


Two 


DupLey CaupDILL Morehead, Kentucky 


RosBert L. Cuerry Charlotte, North Carolina 


Wiiram G. CLEAVER New Haven, Conn. 


Ernest G. CLEVERDON Mobile, Alabama 


Harotp Compton Cranford, New Jersey 


RicHarD L. Coocu Wilmington, Delaware 


~Therewith subenst application for admisaon io The Graduate School of Banking of the 
American Instinne of Banking. On the following pages you will find the information you 
require regarding my qualifications for admission. 
I understand that, if accepted as 2 student, I will be required to live om campus during 
the time I am taking the resident work of the gradusce school. 


RICHARD S. CRAMPTON Philadelphia, Pa. 


T. H. CRAwWForD Jacksonville, Florida JUNE 17-29, 1935 


EpMUND CHARLES Darsors New York, N. Y. 


PERSONAL DATA 


WALTER L. DarRRELL Raritan, New Jersey OF 


Section American Bankers Association 


CARLISLE R. Davis Richmond, Virginia 


32 EAST STREET, NEW YORK, 


Epson B. Day Plainfield, New Jersey 


M. H. DEARDORFF Warren, Pennsylvania 


Henry H. Drses New York, New York Applications, above right, were received from bankers in all parts of the country, who stated 
: their educational qualifications and outlined their business experience 
E. N. DEKKER Cleveland, Ohio 


ARTHUR R. DERBYSHIRE Fall River, Mass. 


More than 200 banker-students studied and lived on the campus from June 17 to June 29, 


C. WELLINGTON Dey Little Falls, New Jersey 1935, the first of three resident sessions required of them for completion of the course 


KENNETH H. Dickson Westwood, New Jersey 


W. GLENN DOHERTY 


Delavan, Wisconsin 


FRANK E. DONNELLY 


Rochester, New York 


BLANTON K. Dorman Shreveport, Louisiana 


L. Downey Boston, Massachusetts 


SHERBURN M. DRIESSEN Milwaukee, Wis. 


W. DuNN Evansville, Indiana 


Lewis O. Epwarps_ Fair Lawn, New Jersey 
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NorMAN D. ELtison Mount Vernon, N. Y. 

RALPH ENDICOTT Washington, D. C. 

First Three Years Louts W. ENSLIN Erie, Pennsylvania 

Tuomas R. Evans St. Louis, Missouri 

MERLE J. FAIRBANKS Hornell, New York 

AAGE FELDTMOSE Stamford, Connecticut 

C. FENNIMAN Hartford, Conn. 

published in the first 


GEORGE M. FISHER Washington, D. C. 
catalogue, left no 


doubt about the E. FLowers Fort Wayne, Indiana 
amount of work re- 


quired during the - M. B. Fow.Ler 


Durham, North Carolina 
resident session 


Joun R. Fox Fort Plain, New York 
Horace E. FREDERICKS Lock Haven, Pa. 
WALTER B. FRENCH Jersey City, N. J. 
W. H. Fries Philadelphia, Pennsylvania 
GEORGE ROGERS FROST Los Angeles, Calif. 
WALTER S. GABEL New Kensington, Pa. 
Jesse J. GARD Portland, Oregon 
Louts E. GoLpsTEIN New York, New York 
SWAYNE P. GOODENOUGH Rochester, N. Y. 
Jay L. Goopin Canton, Ohio 
Wi tiam L. GREGoRY St. Louis, Mo. 
James B. Grieves Union City, Pennsylvania 


MALVIN F. GSTALDER Williamsport, Pa. 
Two scenes on the campus in 1935. Left, during a ten-minute interval between classes; right, 
in a class studying banking law 


Louris GuROcK New York, New York 
ArTHUR C. Harcourt North Adams, Mass. 
A. E. WILtson HARRISON Richmond, Va. 
F. M. Harriss, Jr. El Paso, Texas 
Lynn Hart Salem, Ohio 
R. E. Haycock Washington, D. C. 
GeorGE A. HEANEY New York, New York 
Joun A. HERBER New York, New York 
FREDERICK W. HETZEL Jersey City, N. J. 
C. GorDoN HIEBER Cleveland, Ohio 
F. Guy Hitr Zeigler, Illinois 


H. H. HoENSTINE Windber, Pennsylvania 


G. Pattie Hoke Spring Grove, Pennsylvania 
Louts C. New York, New York 
The original faculty was, left to right, front row: Richard W. Hill, John J. Driscoll, Dr. Harold ; 
Stonier, Adrian M. Massie, Dr. George W. Edwards, Dr. Willard E. Atkins, Dr. Austin W. Tuomas J. HOLLINGSHEAD Jersey City, N. J. 
Seott; back row, left to right: Walter Elder, O. Howard Wolfe, Gilbert T. Stephenson, Dr. bE : i ale : 

Eugene E. Agger, Edward Stone, Norman C. Miller, James Brines and George P. Barse StanLey Hoyt South Norwalk, Connecticut 
Dr. JosepH E. HUGHES Tarrytown, N. Y. 
Joun E. HuMPHREY Huntsville, Alabama 
D. HUNTER Canton, Ohio 
LINDLEY S. HuRFF Bound Brook, N. J. 
Louts E. HuRLEY Little Rock, Arkansas 
G. Dewey Hynes Montclair, New Jersey 


CHARLES GARLAND JOHNSON Elkin, N. C. 


Epwarp C. Jonnson Rockville Centre, N. Y. 


(Continued on next page) 
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EUGENE T. JOHNSON 
WALTER M. D. KERN 
ARTHUR K. KIESTER 


H. B. KINGMAN 


WILLIAM J. KINNAMON 


Davip C. KirRK 


H. D. KNICKERBOCKER 


Joun H. KOHLER 
C. KREMER 
HvBBARD S. LAFOON 
Harry LARSEN 
ARTHUR R. LEMM 
Henry E. Ley 

J. GARDNER LILE, JR. 
H. Linp 


CHARLES R. LOsE 


LaGrange, Georgia 


Jersey City, N. J. 


Los Angeles, California 


Dunkirk, New York 
Flemington, N. J. 
Newark, New Jersey 
Bellevue, Michigan 


New York, New York 


Hazleton, Pennsylvania 


Richmond, Virginia 


Lapeer, Michigan 


Milwaukee, Wisconsin 


Wayne, Nebraska 


Little Rock, Arkansas 


Stamford, Connecticut 


York, Pennsylvania 


T. McCarrrey Syracuse, New York 


Percy L. McCay 


Harry R. McIntTosu 


New Orleans, Louisiana 


Worcester, Mass. 


CHARLES J. MacuHiLerp Cedarhurst, New York 


RoBert W. MACKAY 


FREDERICK G. MADER 


ANTHONY MALESKI 


Warren, Pennsylvania 
Albany, New York 


Philadelphia, Pa. 


Paut O. MaLone Connellsville, Pennsylvania 


J. F. Mannion 


Chicago, Illinois 


Haro_p J. MARSHALL Canajoharie, New York 


Witey W. MEARES 
J. W. Meprorp 


Percy B. MENAGH 


Rocky Mount, N. C. 


Oxford, North Carolina 


Newark, New Jersey 


ARTHUR W. V. MiscHANKO New York, N. Y. 


Donatp A. Moore 


EUGENE M. Mortiock 


Tuomas W. MUNROE 
E. P. NEILAN 

Cari A. NEUMEISTER 
ALBERT F. NEWMAN 
HAROLD OGRAM 
Joun O’KEEFE 

H. kK. Park 
LARKIN H. Parris 
FRED W. PATENAUDI 


J. Nyce PATTERSON 


MoncvreE P. PATTESON 


W. Jostan L. Patron 


E. PEASE 
ANTHONY F. PEPE 

D. PETERSON 
ELMER W. 


GEORGE E. POWELL 


Altamont, New York 
Bronxville, N. Y. 
Derry, Pennsylvania 
New York, New York 
Auburn, New York 


Providence, R. I. 


Swarthmore, Pennsylvania 


Kansas City, Missouri 
Columbus, Georgia 
Atlanta, Georgia 
Middletown, Conn. 
Watsontown, Pa. 
Richmond, Virginia 


New York, New York 


Torrington, Connecticut 


Bogota, New Jersey 


Swedesboro, New Jersey 


Tulsa, Oklahoma 


Kansas City, Missouri 


The Graduate School (continued) 


Syracuse Bankers Five Newark Bankers 


Take Finance Course} Attend Graduate School 
Special Dispatch to The Herald —_— 

New York; June 16—William T. Five bankers from Newark have 
McCaffey, president of the Lincoln} heen registered for the 1936 session 
National Bank and Trust Company of] of the Graduate School of Banking. 
Syracuse, and Perrin L. Babcock, also/ They are: David C. Kirk, assistant 


IST. PAULMAN WILL 


Trust Company; Frank C. Riggs, 


|PITTSBURGH BANKERS 
ATTEND BANK SCHOOL | ENROLL FOR SCHOOL 


IR. F. Sturley, Assistant Cash-| Will 1936 of Gradu- 


| ier First National, Registers ||. satto rhe Pittsburgh Press 


for Graduate Course. | NEW YORK, June 15—Five 
) ATTEND hankers_from Pittsbureh have heen 


| ST. LOUISANS TO 
GRADUATE SCHOOL OF Seattle Bankers 
Enroll for School 


BANKING— 
Five St. Louisans have been reg- 

Victor R. Graves, trust officer 
and assistant secretary Seattle 


Detroiters Attend 
) Trust and Savings Bank, and Ross 


School of Banking 
P. Williams, assistant vice presi- 


NEW YORK, June 15 — v---- 
bankers 


ESTER — ent of th Iniyersity Nationa 


- | SAN FRANCISCO BAN 


At the 1936 session: above left, the dining hall; above right, a class in bank management; below, 
a ball game on the campus. In view of the difficulty of the schedule, regular recreation 1s 


encouraged 


1936 


The second session 
convened at Rutgers 
on June 22, 1936, for 
two weeks. Avain the 
student body was 
made up of bankers 
from every section of 
the country. News. 
papers in their home 
cities told of what 
they were doing 
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WILLIAM POWERS Detroit, Michigan 


G. E. RayMonp Canajoharie, New York 
1937 
J. Coy Retp New Haven, Connecticut 
The School's new seal first appeared on the 1937 


catalogue Joun W. Remincton — Rochester, New York 
‘“atalogue 


FRANK C. Riccs Newark, New Jersey 
Qn Oral examinations were held for the graduat- Joun J. Ror North Bergen, New Jersey 
rs ing class on June 19. Below is shown one of li : re 
or these examinations, in which John W. Rem- EpwWarbD ROKAHR New York, New York 
he ington (left), Lincoln-Alliance Bank & Trust 
as Company, Rochester, New York, is being THeopore ROKAHR Utica, New York 
rs questioned by (facing camera, left to right) 
of Gilbert T. Stephenson, member of the facuity B. W. Rowaratt New York, New York 
and of the School’s Trust Research Georce J. RuutMan New Orleans, Louisiana 
1e Department; Austin W. Scott, member of the 
at faculty; and Carl K. Withers, Superintendent Joun B. RutTKowsk1 Forty Fort, Pa. 
of Banking in New Jersey ‘ 
Juan D. SANCHEZ New Brunswick, N. J. 
Louis SCHAEFER Chicago, Illinois 


Watrter A. ScHLECHTE Petoskey, Michigan 
Joun SELLORS Baltimore, Maryland 
WALTER G. SEYMOUR Maplewood, N. J. 
A. D. SHACKELFORD Wilson, North Carolina 
Russet M. SHONTZ Sharon, Pennsylvania 


Cuester C. SLAYBAUGH Yonkers, New York 


FRANK E. SMITH Paterson, New Jersey 
Harry R. Suiru San Francisco, California 
J. Park Situ Topton, Pennsylvania 


ALLEN N. STAINBACK White Plains, N. Y. 


Manville, New Jersey 


Josepu F. StasHAK 


Below, a Faculty Luncheon was held June 19. At the head of this table is O. Howard Wolfe. L. A. STEWART Youngstown, Ohio 
Facing the camera, are Alexander Wall, Austin W. Scott and William G. F. Price 


H. L. Stites Portland, Oregon 
Lioyp W. Stover Phoenixville, Pennsylvania 
Ropert Strite Chambersburg, Pennsylvania 
STEPHEN A. Sutton Pittsburgh, Pennsylvania 
Houston, Texas 


Wi L. Tanpy 


L. Toomas Pittsburgh, Pennsylvania 


Hate TOWNE St. Louis, Missouri 


E. M. Van Lone 


Beloit, Wisconsin 


WALTER G. VOGEL New York, New York 


Tuomas C. WALLACE Newark, New Jersey 


RopMAN Wilmington, Delaware 


ALAN G. WARNER New York, New York 


LAWRENCE E. Watt Winston-Salem, N. C. 


Below, a group of students on the campus, 1937 Session J. Dox Wetcu Troy, New York 


J. Harvie WILKINSON, JR. Richmond, Va. 
Ross P. WILLIAMS Seattle, Washington 
Epwarp B. WILSON Troy, New York 


R. M. WoLr Jersey Shore, Pennsylvania 


Rosert R. Woop Claymont, Delaware 
E_mer H. WortTHINGTON New Milford, Conn. 


W. F. WorTHINGTON Dallas, Texas 


Marcus N. Wricut Gardner, Massachusetts 
W. NELSON YOUNG New York, New York 


FRANK L. ZEIGLER Cherry Tree, Pennsylvania 
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A Bank in Brazil 


The Bank of Brazil in Rio de Janeiro A hall in the officers’ quarters of the bank 


The lobby where the general business of the bank is transacted 


PHOTOS FOR BANKING BY WIDE WORLD 
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Above, two views of the “orders and payments section.” Banking practice in this institution differs, naturally, in many respects from 
that in the United States. Established first in 1808, the bank’s duties have been extended until now it is not only the government’s fis- 
eal agent and the sole bank of issue, but also a commercial institution, dealing directly with the public. Below, the exchange department 
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The American Bankers Associat; 
ear New England saniie in Boston, October lal 


NGLAND 


VACATION 


The South Shore 


BOYS’ and GIRLS’ 
CAMPS 
in NEW ENGLAND 


EARCH the wide world over and for a happy 
land to play in you'll come back to New England. 
Zestful climate, multiplicity of natural advantages, 
peopled by generations born to the fishing rod, 
the gun, and the saddle and skilled in the sports of 
the old world from which they came, New England 
is a sportsman’s homeland, 

Here the golf courses stay fresh and green all 
summer. Here thousands of miles of secondary 
woods roads have been knit into inter-state bridle 
trails systems with farmhouses welcoming man and 
beast to comfortable inexpensive lodgings and good 
New England food. Here the snow train had its 
birth and great development. Here in more recent 


years the Continental week-end hiking train and 
the novel hike-and-bike train have opened new 3 VY 
recreation possibilities to city dwellers. ‘ O a 
If you would a-cruising go, you will wish to y 
cruise the New England coast. Ten thousand in- ¢ = 
triguing harbors, bays, and islands woo the helms- 

man’s tiller. If a lonely anchorage in an uninhabited ¥ 

inlet miles from other men, no longer hits that 

momentary spot, there are hundreds of yacht cubs 


Thi 
1S | 
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¥ 
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An estimated 3,000,000 visitors use the 
six New England states’ recreational 
resources yearly, spending $400,000,000 


The Charm 
the 


Early American 
INEDIN CAPE COD RESORTS 


WYORK NEW HAVEN ana HARTFO 
RH “=== SS 
ISLAND 
BERKSH| RE-LIT<: 


CUSHING 


Eastport, Maine, farthest-east town in the United States H | LLS 


laithas Vineyard 


Pua 


ba thong 
TENNIS 


? A HORSEGA 


RIDING 


DANCING < { 


w 


Some of the Summer Sports 


will shew that Nantucket Harber 


small boat sailing, a 
adays. the cats outnumber the motor heats The voung 
people, especially, now sail once more, and the weekly 
hew races,” ¥ are called. he each bx 
of a different color, are both excitin 
summer social life of Nantucket 
FAVORITE Vacht Club, whieh has a membership 
VACATION SCENES club house and pier ad to the steam! 
z half a degen clay teams courts, a dancing floor, and 
PHOTOGRAPHED BY other necessities of cub existence. But old North Wharf, 
NEW ENGLAND viSITORS tow, net far away (nothing in Nantucket is or can be far 
; away') is a social centre. What once were littl gray whart 
houses are new fitted up as guest dormitoric 
pleaant sitting rooms below, and the owners cv 
heat landipg with the social amen Some ev 
these houses themselves, with the catheat rocking in th 
yard, as it were. Anyone who loves 
sail beats, cannot but rejoice to 
own again at Nantucket, with the boy 
ides, it is in the very air and tradi 
old Nantucketers were a race of sailors 


sports a sail 


water, and lowes 


tig 
* 
| 5 
La 
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protected by twe long stone jetties. It is therefore ideal for 


or Release at 3 P.M. 


The Department of Agriculture's crop report is compiled with the 
greatest secrecy. Doors are locked and strongly guarded, telephone 
lines are disconnected, and window blinds are sealed against the 
possibility of signals being transmitted before the report’s official 
release, which is awaited with intense interest by commodity 
markets throughout the world. : 

The pictures on this page show some of the steps that are taken 
in releasing the crop report. 


Window blinds are sealed 


The Crop Reporting Board puts the finishing touches on its work. 
In the chairman’s seat, left end of the table, is D. A. McCandliss, 
while standing beside him is A. R. Tuttle, secretary; on the far side 
of the table are, left to right, J. H. Peters, R. K. Smith and J. A. 
Ewing; at the right end of the table is John B. Shepard; at the 
near side of the table are, left, Joseph L. Orr and, right, H. L. Collins 


PHOTOS FROM EWING GALLOWAY 
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Under 
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| Behind these guarded doors the report is being prepared 
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Under Secretary of Agriculture 

M. L. Wilson signs the report before 

it is issued. On the right is Mr. 
McCandliss 


At three o'clock sharp the re- 
port is released to newspaper 
men who have been waiting. 
Some telephone their offices 
immediately; others discuss the 
report and seek further in- 
formation 
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that our local, state and fe 


spending more than 1> billion dol 
amounts to one-third of che na 


stx years® the Federal C 
two dollars for cach de 


2gt million dollars 


A government. like an 


its income for a per 
nently Sooner or Late 
ts bonds would becom 


shows chat almost invar abi vw 


government follows the pol 


the printing presses Of all cypes 
press inflation «s the worst. It 1s 


or pestilence for it spar 


one 


mately at strikes down every 


lucky speculators It strikes firse 


three cames the total gross unc 


Ie 


of 


tive economic plague that a nacion 


Why and How 


Mportance ofa Balanced Budget 


W: Have pointed out in previous 


advertisem 


10 resulting from g 


budgecs which could 


ral governmencs arc aor be balanced Once che provess starts and che priat 
fs per vear, chat chis presses beg empussible co stop. As pr 
and that skyrocket. gove expenses more capidly 


cs of all peor 
che United States with net incomes of $5,000 or mor 


Governmen: expenditures have been met partivthrough 
taxation and partiy chrough borrowing During che Li 
nment alone has spenc 
jar has collected un taxe: 
expenditures of 53 bullion gi$ million 
this period were nearly double its revenues of 17 billion 


unsalable When a gc 
descrovs ats credit, has buc two 
balance its budgee by reducing ex 


alternatives 
penses or by 
taxes. or st must princ irredeemable paper money H 
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It 1s che most 
can expericn 
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and hardest at those 
with fixed ancomes and those on wages and sa 


Iss Safer to name a trust company as your Executor and Trustee 


St. Louis Union Trust Company 


TRUST SERVICE EXCLUSIVELY 


than tax revenues and che budg: 
balamc torcing che printing 


pedly until finally che currency 
worth less chan che paper vn which ut «6 printed The 


ct becomes progressively 


more hopelessly 


Presses .o run mor, 


classic example of princing press entiation cook place on 
Ger 
r Un tates and many other councrics have expenenced 

one or more such int 


¥ toliowin 


he World War Auseria, France, che 


dollars® during 


1ons Our expression not worth 
a Continental was cor 


co express che public s scorn 
for the worthless American dollar ot ow sntlation tollow- 


vidual may spend bevond sng che Revoluwonary War 
cannot do perms Our councry coday un immediate danyer of cur- 
ts credit would be destroved and a . 
rency inflation Such inflation will not come if the budget 
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if che bud, 


d within 4 reasonable period of ame Buc 
annot be 


wed. uf government expend: 
within revenues, and if the govern 
croved. then uncontrollable currency 
1s inevitable 


or be 


Lancing che budget 1s aoc a 
purse and star 


politcal policy, 1s moc a macter of parties 


or of partisanship—it an cconomic necessity —it 1s che 


important problem beture che councry 


In pointung 


ortance of a balanced budget 
sand beneficiaries of crust ¢s 


we speak for seve 


who would 


ong the nrst victims of destructive 


American busines, Tie series thas been reprinsed om bookies 
form for co the publec Copses wll be sent upon 

The world has seen many examples rrency infla request 


Broadway and Locust 


Dear Son 


Your request for advice. in behalf 


of your room mate's mother. on the subject of 


her going into the bakery business. catches 


me off guard. What I don't know about the 


bakery business would fill a large volume! 


The situation vou describe must be quite 
vital to Mrs. Mifflin. | don’t know why it is 


that someone or other is always trving to in- 


duce widows to go into business. It appears 


that the man who wants her to finance a new 


bakery had ample opportunity to put the 


same request to her late husband. [ very 


strongly suspect that he knew the answer 


would have been “no”. So this enterprising 


baker now <eeks the selfsame money through 


what he supposes to be an easier route. 
Mrs. Mifflin. | take it, doesn’t know any- 
thing about the bakery £ 


siness. She seems 


half-convinced that her money will pay a large 


dividend invested in some such business. It 


is entirely possible that it might. On the 


other hand, Mrs. Mifflin hasn't anv way to 


insure the success of the enterprise. 


” bed 


COMMERCIAL CHECKING 


Letters of a business man 
to his 


son 


She doesn’t know anything about business, let 
alone baking. I am quite sure she is using 
friendship as the deciding factor instead of 
sound business judgment. 
My advice — given for what it is worth 

is for Mrs. Mifflin to march straight down 
to the trust department of her bank with her 
attorney and have a trust agreement drawn up 
which will relieve her of every detail of man- 
agement, which will put her securities in capa- 
ble hands and provide her with an adequate, 
secure income for the rest of her life. If they 
decide to have her put her money into the 
bakery, the decision will be made on a sound 
business basis. The cost for the bank's serv- 
ices in seeing to it that her investments 
produce maximum earnings with maximum 
safety will be modest. Her peace of mind 
will be tremendous. Cordially, 


Dab 


P.S. Be sure to listen to ~ Money Talks” by Royal F. Munger 
on WMAQ on Tuesdays and Fridays at 10:15 PM. 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY 
of Chicago 


LA SALLE STREET AT WASHINGTON 


SAVINCS TRUSTS 


CEES TRust Co. 


20 FAST BROAD 


BANKING AND PUBLIC WELFARE 
NO. 20 


What Is Big Business? 


“Big Business” is “Little Business” grown big 
W through public usefulness. 


Great automobile concerns have sprung trom | 
| the idea of inventive genius making a machine \ 
i within reach of the average American family 
man worked out a tormula for a ready-ro-car 
\ cereal and a great food company resulted, great 
shoe companies have developed trom the su 
1 perior services of individual cobblers, gasoline 
1 is pumped virtwally to your door by the facil 
| ties of great oil concerns; great power com 


panies bring light and power into our homes. 
large concerns cf various types all have grown 
in response to public need 


And as it has grown, “Big Business” has added 

to the comfort and well being of the American 
| public. improved the lot of American Workers, 


produced superior products at lower costs. pro- 
vided employment for millions, accelerated and 
stabilized business through plowing back profits 
inte plant ana merchandise, enhanced the pros- 
perity of the nation through payment of wages 
taxes ard dividends 


Along with other American banks the First 
National serves businesses both large and smal! 
Throughout its seventy years of banking this 
institution always has kept sight of the tact that 
“Big Business’ grows from “Little Business” 
and has constantly ex panded its facilities to meet 
the increasing demands of its city and section. 


FIRST NATIONAL BANK 


ATLANTA 


[ QUESTIONS THAT ARE ASKED ABOUT BANKING } 


OST of the banks of the, country (14,123 

which are members of the Federal Deposit 
Insurance Corporation) are prohibited by law 
or government regulation from paying interest 
on “demand deposits.” 

Checking accounts are, of course, demand de- 
posits, for they may be withdrawn at any time 
by the depositor. 

It is now generally recognized that the pay- 
ment of interest on demand deposits is not sound 
banking practice. A bank must be prepared at all 
times to pay out these funds on demand. Con- 
sequently, the bank cannot make full use of this 
money because it does not know when the de- 
positor may want to withdraw it. 

A checking account is primarily for the con- 
venience of customers for keeping their money 
and writing checks. For those who wish to 
receive interest their funds can be placed in 
interest-bearing time deposits. 


(Hae City NATIONALBANK 
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On These Pages Are a Few 


of the Recent Advertisements 


That Seek to Tell the Public 


Let’s Go to 
Our Bank 


and see what happens to our money 


Something About Banking 


WHEN you deposit money in your bank it does not lie 
there idle. 


OUR bank invests a part of your money, together with 
that of its stockholders, in many forms of credit .. . 
government and other high grade bonds, commercial paper 
mortgages, loans to business and industry, etc. It puts your 
money to work for the benefit of all. 
ANKING is a community enterprise. Its successful oper- 
ation affects your welfare, the community’s and ours 
Y TAKING customers of the First National Bank and 
Trust company into confidence, and knowing the facts 
pertinent to the economic situation of each, we accomplish 
two things. 
] It prevents unwarranted demands updn the 
bank, sometimes made by large groups of unin- 
formed customers, and 


= It keeps your bank’s officers alert too, that they 
will be able constantly to make reports. 


One of the best ways to get information about 
your bank is to ask its officers and directors. 


Philadelphia Orchestra...Every Friday Night...9 oClock...KTUL 


FIRST NATIONAL BANK 
AND TRUST COMPANY OF TULSA 


OW can the farmer be paid so 

promptly? Some of his milk 
eventually may go to a retail store, 
some to a cheese factory, and some 
to an ice cream plant in a far city. If 
tne farmer had to collect his money 
from so many ultimate customers, he 
would have but little time for dairying. 


The consumers pay the retailer for the 
farmer’s milk. The merchant deposits 
the consumers’ dimes and dollars in 
the bank. Then, through a widespread 
system of commercial banking, the 
money is finally gathered in. 

As a result, the distributor who takes 
the farmer’s milk can pay him by 
check, regularly and promptly. The 
farmer's wife can then deposit the 


check and pay her bills by check. Or 
else she can cash the milk check at 
the local bank. 

This seemingly complex banking serv- 
ice does much to simplify all business 
by keeping money on the move, swift- 
ly and smoothly. This is one of many 
ways in which commercial banks help 
their customers and their communities. 


TO EXECUTIVES 
INTERESTED IN NEW YORK 


In New York State, Marine Midland banks 
serve business and industrial concerns in a 
score of ways. These banks have 80 offices in 
29 communities. If you do business in the 
state, they can be of special service. Marine 
Midland banks know this Richest Market in 
the Nation with a thoroughness that comes 
from intimate, personal contacts throughout 
the State. This ovtaiee is available to you. 


MARINE MIDLAND 


BA 


Tn NEW YORK CITY BUFFALO... BINGHAMTON... 
OSWEGO... LACKAWANNA...MEDINA 

LOCKPORT... TONAWANDA... WEBSTER 

NORTH TONAWANDA ...CORINTH 

EAST AURORA... AVON... PALMYRA 


TROY... ROCHESTER...NIAGARA FALLS... 
JAMESTOWN...WATERTOWN... BATAVIA 
ENDICOTT...ALBION... JOHNSON CITY 
MALONE...SNYDER...ALEXANDRIA BAY 
CORTLAND... MIDDLEPORT...SODUS 


Address inquiries to Marine Midland Trust Company, NV Y C, or to Marine Trust Company, Buffalo, N. Y. 
All Marine Banks are Members Federal Deposit Insurance Corporation 
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Member Federal Deposit Insurance Corporation 


@ Banks reflect, rather than actuate, business trends. 
It is necessary therefore that this relation of banking 
to business be understood today as never before. 


As always, the two are so closely related that sound 
banking depends a great deal upon the sound opera- 
tions of responsible business men. 


It is the daily task of banking to adjust itself to con- 
stantly changing business conditions; to judge today's 
values if possible in terms of tomorrow's conditions; 
to study the needs of business in terms of healthy 
upswing progress — to reflect the activity of business 
yet not lose sight of the fundamentals which protect 
the deposit structure. 


That which has gone before is not just so much water 
over the dam. The partnership of banking and busi- 
ness has profited greatly by the experience. They 
know now the danger signals on the up trail as well 
as the stumbling blocks on the return trip. 


Few generations have had such an opportune exper- 
ience to know the pitfalls and pick the enduring path. 
To know both share equally in the national responsi- 
bility of human welfare and material progress, is to 
censure neither in the Herculean task conditions have 
placed in their laps. 
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The School 
Comes to 


The Bank 


When a class from the Theodore 
Ahrens Trade School in Louisville 
visited the Lincoln Bank & Trust 
Company in that city, President 
Noel Rush of the bank was host to 
the students in his office (right). He 
proceeded to “take the mystery out 
of banking” 


The transit department’s routine was explained Safe deposit departments are always impressive 


Wilbur T. Chapin, executive vice-president of the bank, took the students to the directors’ room, 
where he explained the institution’s semi-annual statement 
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Above, right, Frank R. Curda, new A. I. B. president, is 
congratulated by his predecessor, Henry Verdelin. Mr. 
Curda is assistant vice-president, City National Bank & 
Trust Company of Chicago. Mr. Verdelin is assistant 
vice-president, First Service Corporation, Minneapolis. 
Milton F. Barlow, cashier, National Citizens Bank, 
Mankato, Minnesota, was elected vice-president. The 
following were elected members of the Executive Coun- 
cil: John L. Barnes, assistant trust officer, Huntington 
National Bank, Columbus, Ohio; John B. Laplace, 
Jr., assistant manager of the credit department, Whit- 
ney National Bank of New Orleans; Russell C. Lemmon, 
assistant cashier and assistant trust officer, Farmers and 
Merchants National Bank, Los Angeles; D. E. Simms, 
accountant, Federal Reserve Bank, Salt Lake City. 


The publicity exhibit at the convention. At the right is Albert E. 


Felsted, First National Bank of St. Paul. 
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Above, left to right, Dr. Harold Stonier, Educational Director of the 
American Institute of Banking; Richard W. Hill, Secretary of the Insti- 
tute; Tom K. Smith, President of the American Bankers Association. 


ABOVE—Winners in the National Public Speaking Contest for the A.P. 
Giannini Educational Endowment prizes were, left to right: Jason W. 
Stockbridge, Savings Bank of Baltimore (first prize, $500); George S. 
Allen, Harris Trust & Savings Bank, Chicago (second prize, $300) ; James 
W. Dodd, Jr., Federal Reserve Bank, Richmond (third prize, $200); 
Robert C. Rutherford, First National Bank & Trust Co., Minneapolis 
(fourth prize, $100), 


LEFT—Members of the New York Chapter, A. I. B., won the John S. 
Puelicher Debate Trophy, upholding the negative side of the proposition: 
“Resolved, That Tax Exempt Securities Should No Longer Be Issued.” 
Left to right, with their cup, are John G. Gmelch, Brooklyn Trust Com- 
pany; John J. Leane, National City Bank; George J. Mayer, Lawyers 
Trust Company. 


In their spare time the members and guests enjoyed an excur- 
sion on the S.S. Capitol. 
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On Deck 


HE New York State Bankers Association held its annual 

convention on board the S. S. Washington during a cruise 
to Bermuda May 27 to June 1. The 700 passengers—bankers 
and guests—represented about 190 institutions. 


Left to right: Raymond N. Ball, president, Lincoln-Alliance Bank 

& Trust Company, Rochester, and president of the state association 

during the past year; Frank K. Houston, president of the Chemical 

Bank & Trust Company, New York, and the association’s new 

president: Capt. G. C. Stedman of the S. S. Washington: S. Sloan 

Colt, president, Bankers Trust Company, New York, a former 
president of the association 


Disembarking from the tender Regina at Hamilton, Bermuda 
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At the speaker’s stand is Dr. David Friday, vice-president and 

director, National Bureau of Economic Research, Washington; 

seated behind Dr. Friday are W. Gordon Brown, executive mana- 
ger, New York State Bankers Association, and Mr. Ball 


Left, George V. McLaughlin, president, Brooklyn Trust Company, 

former president of the association and former New York State 

Superintendent of Banks; right, Philip A. Benson, president, Dime 

Savings Bank, Brooklyn, and Second Vice-president, American 
Bankers Association 


Seated at left is C. E. Huntley, Huntley Securities Corporation, 
Elmira; standing, left, William R. White, New York State Super! 
tendent of Banks; right, Mr. Colt 
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CALENDAR 


Opposition to 


Branch Banking Bill 


M K. SMITH, President of the American Bankers 
[issociaton, has announced that, based on action of 
the general Convention of the Association on the branch 
banking question at New Orleans in 1935, the Interim 
Committee of the organization has reached the conclusion 
that the Association should oppose McAdoo Bills $2347 
and $2348 providing for branch banking across state lines. 

The Association Convention in 1935 approved section 23 
of the Banking Act of 1933 which provided in substance 
that national banks should be permitted to establish branches 
in various states in which they are domiciled where branch 
banking is permitted under state law, the effect of that sec- 
tion being to put national banks on a parity with state 
banks, which might be permitted to establish state-wide, 
county or city branches, without violating the principle of 
state autonomy. 

In view of these facts, Mr. Smith says, the Interim Com- 
mittee has adopted the following statement: 

“The American Bankers Association has approved the 
principle of preserving state autonomy with respect to 
branch banking and granting to a national bank the right to 
establish branches in the state in which it is domiciled to the 
same extent that branch banking is permitted to state banks 
under the laws of that state.” 

Therefore the Committee on Federal Legislation of the 
Association has been instructed to oppose the McAdoo 
branch banking bills, Mr. Smith states. 

The by-laws of the Association provide that in the case of 
bills introduced in Congress or departmental rulings affect- 
ing banks which require prompt decision as to policy and 
procedure, the President of the Association, the two Vice- 
presidents, the Executive Manager, the General Counsel 
and the Chairman of the Committee on Federal Legislation 


CONVENTIONS 


A.B.A. Meetings 


June 22- 
July 3 
Aug. 12-14 


Graduate School of Banking, Rutgers University, New 
Brunswick, New Jersey 

Annual Trust Conference of the Pacific Coast and Rocky 
Mountain States, Portland, Oregon 


Oct. 11-14 A.B.A. Convention, Statler Hotel, Boston, Massachusetts 


State Associations 
July 12-17 North Carolina Bankers Conference, The University of 
North Carolina, Chapel Hill 
Delaware, Rehoboth Beach 
Kentucky, The Brown Hotel, Louisville 


Sept. 9 
Sept. 22-23 


Other Organizations 


June 28- 
July 23 
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Third Annual Cowles Commission Research Conference 
in Economics and Science, Colorado Springs, Colorado 


MeAdoo Bills 


CORRECTION IN LIST OF MEMBERS 


The First National Bank, Gainesville, Florida, transit 
No. 46, should be listed instead of Citizens Bank in 
the List of Members dated March 31, 1937. 


shall constitute an Interim Committee and shall have power, 
in the interim between meetings of the Administrative Com- 
mittee, to make such decision in behalf of the Association. 
Any decision so made shall be reported to the Administra- 


tive Committee for approval or disapproval at its next 
meeting. 


Mr. Chamberlain’s Letter 


H. M. CHAMBERLAIN, President of the State Bank Divi- 
sion, and vice-president, Walker Bank & Trust Company, 
Salt Lake City, has addressed the following letter to the 
members of the Division: 

“Senate Bill 2347, introduced on May 6, 1937, by Senator 
McAdoo, provides that a national banking association may, 
with the approval of the Comptroller of the Currency, estab- 
lish and operate new branches at any place within the Fed- 
eral Reserve district in which it has its principal office, 
provided that no branch may be established or operated in 
any state, 

“*Unless at the time the laws of such state authorize the 
establishment and operation of branches of banks organized 
under the laws of such state.’ 

“The seeming fairness of the quoted language should not 
blind us to its insidious nature. 

“State permission for the establishment of branches of 
its own banks within its own state borders has no relation 
whatever to state permission for the establishment within 


Sept. National Security Traders Association, Atlantic City, 
New Jersey 

Annual Convention of the Morris Plan Bankers Associa- 
tion, Broadmoor, Colorado Springs, Colorado 

Financial Advertisers Association, Syracuse, New York 
Savings Banks Association of Massachusetts, New Ocean 
House, Swampscott 

American Association of Personal Finance Companies, 
Hotel Indiana, French Lick Springs, Indiana 

Annual Conference of National Industrial Advertisers 
Association, Edgewater Beach Hotel, Chicago, Illinois 
Annual Meeting of the National Association of Bank 
Auditors and Comptrollers, Boston, Massachusetts 
Annual Convention, National Association of Real Estate 
Boards, The William Penn Hotel, Pittsburgh, Pennsyl- 
vania 

Savings Banks Association of the State of New York, The 
Greenbrier, White Sulphur Springs, West Virginia 
Annual Convention of the Investment Bankers Associa- 
tion of America, Greenbrier Hotel, White Sulphur 
Springs, West Virginia 

American Accounting Association, Atlantic City, New 
Jersey 

American Economic Association, Atlantic City, New 
Jersey 


Sept. 


Sept. 
Sept. 


Sept. 


Sept. 
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its borders of branches of a bank from outside of that state. 

“The bill, if enacted, would destroy state autonomy in 
banking. It is an entering wedge of the most vicious nature. 

“Tt should be opposed vigorously and promptly by every 
state bank and by every unit national bank. 

“We, therefore, urge that you immediately contact your 
representatives and senators, and that you call this to the 
attention of non-member state banks and unit national 
banks, and urge that they take like action. 

“Don’t pass resolutions—write, telephone or wire your 
representatives in Congress. 

“ Ask your directors, leading stockholders and independent 
merchants to do likewise, then follow up to see that some- 
thing is really done. 

“Please write to me, giving the results.” 


Unprofitable Trust Departments 


THE Committee on Trust Policies, Trust Division, Ameri- 
can Bankers Association, has submitted to the Executive 
Committee of the Division a report on the problem of 
continuously diminishing earnings and increasing expenses 
of trust departments. 

The Committee recomniends that the Trust Division 
shall suggest to the bank or trust company with an unprofit- 
able trust department the following steps: 

1. That it find out whether the department actually is 
being operated at a profit or a loss, whether it is receiving 
all the income it is entitled to receive, and whether it is 
bearing its full share of operating and overhead expense. 

2. That, if it is being operated at a loss, a cost-analysis 
be made to determine on what kinds of trust business it is 
making money and on what kinds it is losing money. 

3. That, if the cost-analysis shows the department is 
making a satisfactory profit on certain kinds of business and 
is losing money on others, it name a special committee of 
officers and/or board members to consider: 

(a) Whether the department is receiving adequate fees 
for all types of trust business; 

(b) If not, whether it is feasible or desirable to classify the 
trust business into profitable and unprofitable and to accept 
the profitable and to decline the unprofitable; 

(c) Whether, by internal changes in personnel, organiza- 
tion, or equipment, it is possible to put the trust business 
on a paying basis; 

(d) Whether, by changing its new business policy, it is 
possible to put it on a paying basis; 

(e) If the trust department is found to be hopelessly 
unprofitable, whether it should be closed and, if so, what 
steps should be taken, with due regard to the trust require- 
ments of the banks’ own trust customers and beneficiaries 
and of the community. 

“The Committee feels that it should not conclude this 
report without reiterating its belief in the accepted policy 
of the Trust Division that trust service should be made 
accessible, in so far as practicable, to every person who really 
needs it,” the report concludes. “Furthermore, the Com- 
mittee wishes to point out that in recommending the closing 
of hopelessly unprofitable trust departments, it has in 
mind, not the contraction but the enlargement of trust serv- 
ice by putting it on a basis that is economically sound and 
therefore permanent.” 


New Public Relations Service 


INAUGURATION of an individualized public relations 
service for banks by the American Bankers Association as an 
aid to its members in fostering understanding and good-will 
toward banking in their own communities has been an- 
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nounced by Tom K. Smith, President of the Association, 

The Association, Mr. Smith said in a letter to the mem. 
bership, had made extensive studies of the problem of im. 
proving public relations both for individual banks and bank. 
ing as a whole, and this new service was added to its other 
facilities aimed to foster scientific bank management jp 
order to “make the fruits of these studies available to the 
banking profession generally and promote public-relations. 
mindedness among bankers.” It will be under the direct 
supervision of the general officers of the Association, and 
will supplement its other long established publicity, public 
relations, customer relations and advertising activities, 

The service will cover such subjects as the history and 
an analysis of bank public relations in the United States, the 
present state of public opinion regarding banking, the gen- 
eral problem of the attitude of the public toward banking, 
successful methods used by banks to improve their local 
public relations, the use of advertising and news in aiding 
to create favorable public viewpoints, etc. 


Portland Trust Conference 


BLAINE B. COLES, President, Trust Division, American 
Bankers Association, has announced appointment of the 
following committees for the 15th Regional Trust Conference 
of the Pacific Coast and Rocky Mountain States, which will 
be held under the auspices of the Division at Portland, 
Oregon, August 12, 13 and 14: 

General Conference Committee: A. L. Grutze, vice-presi- 
dent and trust officer, Title and Trust Company, Portland, 
general chairman; Blaine B. Coles, vice-president, The First 
National Bank, Portland; R. M. Alton, trust officer, United 
States National Bank, Portland; Lorne L. Miller, vice- 
president and trust officer, Portland Trust and Savings 
Bank; and John L. Day, Jr., assistant trust officer, The 
Bank of California National Association, Portland. 

Program Committee: Lorne L. Miller, vice-president and 
trust officer, Portland Trust and Savings Bank, chairman; 
Blaine B. Coles, vice-president, The First National Bank, 
Portland; R. M. Alton, trust officer, United States National 
Bank, Portland; and Joseph H. Albert, trust officer, Ladd 
and Bush Trust Company, Salem. 

Publicity Committee: R. M. Alton, trust officer, United 
States National Bank, Portland, chairman; D. J. Conway, 
The First National Bank, Portland; W. D. Hinson, The 
Bank of California National Association, Portland. 

Entertainment Committee: John L. Day, Jr., assistant 
trust officer, The Bank of California National Association, 
Portland, chairman; C. F. Yates, assistant trust officer, 
Portland Trust and Savings Bank; E. C. Pierce, assistant 
trust officer, United States National Bank, Portland. 

Arrangements and Registration: George W. Stewart, trust 
officer, The First National Bank, Portland, chairman; D. W. 
Mackay, assistant trust officer, United States National 
Bank, Portland; M. H. Erz, assistant trust officer, Title and 
Trust Company, Portland; L. B. Staver, assistant trust 
officer, United States National Bank, Portland; Clark 
Fisher, The Bank of California National Association, Port- 
land. 


International C. of C. Meeting 


R. S. HECHT, chairman of the board, Hibernia National 
Bank of New Orleans, was appointed by President Smith as 
chairman of the American Bankers Association representa- 
tion to the ninth general meeting of the International 
Chamber of Commerce, held at Berlin, June 28 to July 3. 
Mr. Hecht was president of the Association for the year 
1934-1935. 
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WITH COMPLETE ACTUAL 
PHOTOGRAPHS RECORDAK 
TAKES THE GUESSWORK 
OUT OF BANK ACCOUNTING 


B* retaining an actual photo- 
graph of each check as a perma- 


nent record of every transaction 
handled by your bank, you can know 
in complete detail what each charge 
against every depositor’s account 
represents ...and at no capital expen- 
diture. A Recordak check photo- 
graph provides tangible proof of 
your authority to deduct the amount 
specified from a customer’s balance. 


For Large or Small Banks 


In hundreds of ably managed 
banks, large and small, the Recor- 
dak Photographic System has es- 
tablished new high levels of effi- 
ciency, accuracy, safety, customer 
) Service and net Operating economy... for photo- Users of Recordak report savings up to 45% net on 
| graphic records are safer, more accurate, more | | 
etror-proof and tamper-proof. And Recordak is 
the least expensive of all systems of bank ac- Recordak Corporation 
| counting... it enables even the smallest bank 
| tO operate with far greater security at much 
lower cost. 


per-item costs, 50% on supplies, 90% in storage space. 


(Subsidiary of Eastman Kodak Company) 
350 MADISON AVE. NEW YORK, N. Y. 


Accounting by Photography 
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BUSINESS 


E, CAN PROFIT BY MAY METHODS 


May Methods are being 
profitably applied to huge steel mills, faced with a multi- 
tude of perplexing problems. Small businesses use them 
with proportionate benefits. 


It is not the size of the business that counts with us. Our 
first question is: "How is this business conducted?" We 
determine first of all whether there is a basis for increased 
profit and we find out whether inefficiency, waste and 
leaks are absorbing normal earnings. 


Our organization, composed of men versed in every step 
and phase of business enterprise, from raw sources to ulti- 
mate consumers, can tell after a searching and impartial 
analysis just where your business stands. We tell you just 
exactly what to do to eliminate any forces that may be 
nibbling into your profits. 


If our survey reveals a hopeless situation, we tell you so 
frankly, and we tell you how to escape with minimum loss. 
If our survey shows, as it invariably does, that you can 
make and increase profits by instituting certain changes, 
we show you how to put those changes into effect. 


Even though you may feel, at present, that you are getting 
your share of business . . . it will pay you to investigate 
May Methods. Consultation costs nothing and it may 
benefit you considerably. Write or call 
our nearest office. 


MAY METHODS SAVED $196,000.00 A 
YEAR FOR THIS STEEL MILL 


This big mill, with over 1,000 employees, installed 
our plan... based upon a preliminary survey that 
promised a saving of $158,000 a year. After we con- 
ducted an extensive study of the situation and ap- 
plied our methods, the annual saving exceeded 
$196,000. We reduced scrap waste 11% and this 
alone saved $24,000 a year. We instituted an efficient 
piece work basis of pay which reduced costs 
$158,000 a year, but increased employees’ average 
earnings 7%. Our recommendations required only 
15 separate procedure changes in the entire mill. 


MAY METHODS SAVED THIS BAGGAGE 
MANUFACTURER $21,050.00 


Competition was making serious inroads on this } 
manufacturer’s sales. Our analysis revealed that the 
company was paying $75.00 a day more than they 
should in various manufacturing operations. May 
recommendations were put in force and through 
the savings secured, which ran between $27,000 
and $28,000, they were not only able to meet 
competition, but actually increased their sales over 
40% within a period of six months. Employees’ 
wages were increased 7%. 


GEORGE S. MAY COMPANY 


CHICAGO 
2600 North Shore Ave. 


SEATTLE 
710 Second Avenue 


134 Peachtree St. 


ATLANTA NEW YORK 


122 East 42nd St. 


CANADA: George S. Mav. Ltd.. 320 Bav St.. Toronto 
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Life 7 FOR BUSINESS 


Technically speaking, surety bonds are not 
insurance. They provideindemnity againstloss. 

But practically speaking, a National Surety 
Fidelity bond has proved to be “life” insur- 
ance for many a business. 

The residents of National Surety Town live 
securely — protected in their jobs — in their 
ownership of businesses—by the invisible 
armor of National Surety protection. 


National Surety each year promptly settles 
just claims for losses that would otherwise 
bring an end to many an enterprise and the 
business lives of thousands. 

National Surety representatives every- 
where—themselves picked men—are selling 
Fidelity bonds and blanket bonds; plus 
protection against burglary, forgery, and 
many other dangers. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT 


Copyright National Surety Corporation, 1937 


New York 
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Deposit Costs 


type of report for any 
bank is that of a monthly presen- 
tation of the cost of deposits by classes, 
in comparison with the net investment 
return therefrom—loan, credit, and 
bond investment department costs being 
deducted from gross earning rate to get 
net. Such a report may show surprising 
results in respect of the net return from 
the various kinds of deposit business in 
which the bank is engaged, deposit costs 
being deducted from net investment 
return, and service charges on deposit 
accounts added to get final net. 

The method of determining deposit 
costs may vary with the bank, but take 
demand deposits, for example. If de- 
mand deposits represent the main de- 
posit cost, the costs thereof may be 
obtained by deduction. In other words, 
certain departments, divisions or mem- 
bers of the staff are likely to devote all 
their time to the handling of transactions 
that originate with all forms of deposit 
accounts, and the item costs of their 
work can be determined primarily irre- 
spective of the class of deposits from 
which the activity arises. Then in order 
to get the portion of activity expense 
that originates, for example, in time or 
compound interest deposits, the volume 
of activity arising in the latter, with its 
corresponding total of unit costs, may 
be deducted from the total pool of ac- 
tivity expense, with the lion’s share re- 
maining allocable to demand deposits. 
In respect of time deposits, interest paid 
must also be included in cost. 

After a bank has determined its de- 
posit costs over a number of periods, it 
may find that they do not vary a great 
deal except in depression periods as 
contrasted with times of prosperity, 
but it is more likely to find that the 
earning rate varies a good deal more 
and that in an extended low earning 
period it may have to do something 
about it. 

It is not here suggested that particu- 
lar investments need necessarily be 
allocated to particular deposit classifi- 
cations unless legal requirement or man- 
agement policy directs the investment 
of certain funds into certain classes of 
assets. By and large it is generally fair 
to assume that all of the funds of the 
bank, including those of stockholders, 
are invested indiscriminately in all of 
the earning assets, though there are ex- 
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METHODS and OPERATIONS 


A clearinghouse of practical 


ideas submitted by readers of 
this magazine 


ceptions to this. For example, if a 
foreign department is separately con- 
stituted and its deposits of foreigners 
more than offset its earning assets, 
earnings from foreign department assets 
should be omitted from the general pic- 
ture and only the excess of funds de- 
rived from the foreign department 
should be related to domestic earning 
assets. The same may apply to the trust 
department, and it will generally apply 
to branches. 


Bond Account Analysis 


STUDY of quality, diversification, 

and maturities of the bond accounts 
of New York State banks and trust com- 
panies has been prepared by the New 
York State Banking Department. 

The analysis was compiled from the 
examiners’ reports of banks and trust 
companies for the last half of 1936, or 
the reports available nearest to that 
period. 

Average percentages have been cal- 
culated for quality, diversification, and 
timing of maturities, by size groups and 
for the state as a whole. (The table on 
“quality” appears below.) 

Each of the 291 institutions (six were 
omitted because they were not doing 
ordinary commercial banking) has been 


given equal weight regardless of size 
The result is an average of averages for 
each group, and an average of group 
averages for the state as a whole. . 

Book figures were used for quality 
and diversification, par figures for tim- 
ing of maturities. 


Deposit Time Saving 


OX of the most vexing problems 
that all bankers have to contend 
with is the congestion in lobbies, par- 
ticularly in small banks or branch 
banks, just before closing time and on 
Saturdays and pay-days. 

Many regular customers are kept 
standing in line while the payroll 
checks of transients are cashed or 
change is requested. 

To help solve this problem, a number 
of banks are experimenting with “de- 
posit drops”, which enable a customer 
to avoid the necessity of waiting in line 
to make a deposit. 

These “deposit drops”, known by 
various names, consist mostly of a 
strong metal case with a slot on the 
front or on the top. In other places 
there is simply a slot in the teller’s cage. 
Nearby is a supply of envelopes in 
which the deposit, together with a de- 
posit ticket, is enclosed and sealed, and 
the envelope dropped into the box. An 
acknowledgment is mailed to the de- 
positor promptly, as of the day on which 
the deposit was made. In some in- 
stances, banks discourage the idea of 


QUALITY 
(See “Bond Account Analysis”, Column 2) 


Deposit Range. No. of 
(000 Omitted) Banks Per Cent in 
in Govs., Municips. Lower Grades Default Stocks 
Group & Ist 4 Grades 
Under $500....... 43 84.0 10.7 3.9 1.4 
$500-  749....... 36 84.4 10.0 4.3 1.3 
750- 999....... 19 80.0 12.5 6.6 0.9 
1,000—- 1,499....... 37 85.4 10.5 2.8 1.3 
1,500- 1,999....... 26 88.5 8.0 1.9 1.6 
2,000- 2,499....... 22 86.7 6.4 2.7 42 
2,500— 2,999....... 8 90.4 6.8 1.8 1.0 
3,000-— 3,499...... 10 89.8 5.3 2.0 
3,500— 3,999..... 9 88.5 4.7 is 5:5 
4,000- 4,999....... 10 82.5 5.3 3.4 8.8 
5,000- 7,499....... 20 88.1 4.6 2.1 5.2 
7,500— 9,999....... 6 85.3 4.0 0.8 9.9 
10,000-14,999....... 6 87.4 6.7 1.7 4.2 
15,000-29,999....... 10 87.1 5.7 1.7 5.5 
30,000-49,999....... 9 79.4 10.3 2.6 7.7 
50,000 & over....... 20 87.2 4.2 a 6.5 
State-wide.......... 291 85.9 aa 2.6 4.3 
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including cash and in others, cash is 
accepted, subject to the count of the 
bank. 

For the present, the service is usually 
limited to commercial deposits, but it 
may later be used generally for all types 
of deposits. 

This “deposit drop” is to be dis- 
tinguished from the night depository 
service which is more generally in use 
and for which a fee is usually charged. 
The night depository is provided for 
customers after banking hours. Such 
customers are given a stout leather 
wallet in which they place cash and 
checks. 

The bag is then locked and the 
customer uses his key to open a slot 
in the depository which is located on 
the outside of the bank building. He 
drops the bag into the slot and it falls 
into a vault. 

He later comes to the bank during 
banking hours, retrieves the bag and 
makes his deposit at the window—or 
by means of the new “deposit drop”’. 
By using both the night depository and 
the “deposit drop”, the customer can 
save time and also obtain protection 
for his cash over nights and week-ends. 

For the present, the new service is 
almost entirely in the realm of customer 
convenience which, from the standpoint 
of constructive customer relations, may 
make up in part for the loss of the 
face-to-face contact of customer and 
banker. To the alert teller this personal 
contact has presented the opportunity 


ILLINOIS BANKERS 


J. F. Schmidt, vice-president 

of the State Bank of Waterloo, 

is the new president of the 
Illinois Bankers Association 


July 1937 


to exchange pleasantries and for the 
sale of additional services. This contact, 
however, has not always been an un- 
mixed blessing because of an occasional 
and perhaps unwitting clash of temper- 
ament between customer and teller. 

If one were given to sheer speculation, 
he might visualize the time when de- 
posit banking might become imper- 
sonal and almost entirely a matter of 
dropping a sealed envelope into a slot, 
with only a few windows provided in 
a bank lobby for the other types of 
banking, such as withdrawals, payment 
of bills, collections, sale of travel checks, 
drafts, etc. 


Branch Banking 


Er has become fairly common, at 
least in the larger cities where a bank 
may have numerous branches, to con- 
centrate, either in territorial centers or 
in home office, depositors’ ledgers and 
statements, loan records, records of se- 
curities held in safekeeping, and the 
general ledger accounts. 

Such operations as blocking and 
proving of deposits are also sometimes 
centralized, and securities held in safe- 
keeping for various branch customers 

(CONTINUED ON PAGE 56) 
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1937 


For The Investment 


Of Bank Funds 


The First National Bank of Chicago 
maintains an active market in all 
issues of United States securities, 
buying and selling government 
bonds and short-term notes for its 
own account. 


The experience of more than seventy 
years and immediate contact with 
principal cities makes this bond serv- 
ice particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and a daily quotation 
sheet will be mailed on request. 


Telephone FRAnklin 6800 
Teletype CGO .. 987 


The First National 
Bank of Chicago 


—— 
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yaecial 
DATA 
SERVICE 


for realty maintenance and 
mortgage dept. executives 


Anthracite Industries, Inc., wishes to 
be of broadest possible service to you 
on all new and replacement heating 
equipment problems. 


This non-profit corporation is or- 
ganized to focus the experience and 
services of all factors interested in im- 
proving the home heating comfort of 
Anthracite. 


Consult with us at any time. Our 
extensive corps of heating experts is 
always ready to help you with prac- 
tical help... with answers to the many 
problems which might arise, such as: 

What are the comparative perform- 
ance ratings of approved Anthracite 
equipment? What new equipment has 
come onto the market? Wherecan spec- 


ified types of equipment be bought? 


Back of this information service is 
the research and testing laboratory, 
constantly at work evolying improved 
equipment, testing equipment of man- 
ufacturers, suggesting improvements 
to raise equipment efficiency. 


@ So when selecting heating equipment, 
look for the Anthracite Industries’ seal 
of approval. (Shown below.). This seal 
assures you that the equipment has 
passed impartial tests, and meets the 
most rigid tests of performance in the 
heating field. 


ANTHRACITE INDUSTRIES, Inc. 
Chrysler Building New York 


(SEE ADVERTISEMENT ON OPPOSITE PAGE) 


Cennsylvania 
ANTHRACITE 
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OPERATIONS 


(CONTINUED FROM PAGE 55) 


are likewise kept at centralized points 
or at head office, for account of all 
branch customers. 

Where branches are small and terri- 
torially concentrated, there are virtues 
in centralization of record and of opera- 
tion, and there are economies in that 
method, though a bank in undertaking 
centralization must ever be mindful of 
the requirements of customer service. 
It depends a good deal upon the policy 
pursued by the bank in branch opera- 
tion. 

Banks which prefer to operate rela- 
tively few but sizeable branches, through 
each of which substantially all banking 
services are rendered and the manage- 
ment of which is reasonably independ- 
ent of head office, will probably find 
little if any value in centralization. 
Customers’ service is certainly more di- 
rect and expeditious when all local 
loans and their records, and safekeeping 
securities and their records, are main- 
tained in the office with which the cus- 
tomer has his contact. 

That is not to say that additional 
records may not properly be maintained 
by head office. 

Some banks prefer to have clear- 
ings and transit items handled direct by 
branches without going through head 
office. That is a measure of further in- 
dependence in branch operation. Others 
will prefer that branches in handling 
outgoing clearings and transit items 
make only primary classifications, and 
that from that point clearings and 
transit items come through head office. 
There is no outstanding virtue in any 
one of these methods under discussion. 
Each bank will have to work out its 
own methods based upon policy, dis- 
tribution of branches, size, and the like. 


Public Relations 


_ fundamental basis of public re- 
lations is understanding between the 
public and the bank—appreciation of 
the needs of depositors, and their knowl- 
edge of how their bank is meeting such 
needs. When the public recognizes that 
an institution is composed of men of 
understanding and consideration, a long 
step has been made toward building 
good will for the bank. Reliable informa- 
tion must be supplied to maintain 
mutual confidence. 

Any institution desiring to build its 
business should first consider its prod- 
uct. The product that the bank has to 


sell to the public is service. That service 
should be made as efficient as possible 
before attempting to increase its sale. 
Bank service is a product differing from 
that of almost any other type of com- 
mercial concern. Take our standard 
commodities, for instance. They are 
manufactured by well defined rules and 
regulations. There is a demand for them 
before they are manufactured; their 
value is known; they had to be sold, or 
there would be no reason for manu- 
facture. That they were sold and are 
being sold is the result, first and always, 
of high quality. Our product is only as 
good as our ability to satisfy. Further- 
more, bank service is an intangible, and 
as such is the most difficult type to 
merchandise. 

Most of the daily customer contacts 
in banks are by the operating personnel, 
particularly the tellers, to whom at 
least 90 per cent of the clients go with- 
out seeing an official. It is the staff’s 
responsibility to provide the “service” 
which banks advertise. Obviously, 
therefore, their understanding of the 
bank’s policies and condition is of prime 
importance. 

Salesmanship plays a large part in the 
development of business; that, and the 
ability to make customers feel personal 
interest in them as individuals. All 
banks have the same services to offer. 
And if a bank knows how to obtain new 
accounts, it must also know how to 
keep them. This means being in close 
touch with their activities and main- 
taining relationships which make cus- 
tomers feel that they would not want 
to do business with any other institu- 
tion. There are few better ways to pro- 
mote good will and interest in a bank 
than personal calls by senior officers. 

The officers of a bank should miss no 
opportunity to reflect the conduct and 
structure of their institution. It is known 
that sound management principles are 
essential for the successful operation of 
any bank. But does the public know 
how such principles differ from bank to 
bank? They won’t unless they under- 
stand them. The individuality of an 
institution must be developed to make 
it stand out from its competitors. 


Banking Trends 


EMBERS of the Wisconsin Bank- 

ers Association have received from 

their bank management committee two 

sets of graphs offering comparisons in 

banking trends over an 8-year period, 
ending 1935. 

For the purpose of the study, which 

(CONTINUED ON PAGE 58) 
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owe TERM MORTGAGES 
EMPHASIZE THE 


ADVANTAGES OF 
ANTHRACITE 4e27~ 


OST properties come under bank management 
M in bad shape. A rehabilitation job is neces- 
sary before many properties can be rented or sold. 

Almost always, equipment is the most trouble- 
some problem. Plumbing and heating equipment 
have often become obsolete or so depreciated that 
complete replacement is the only answer. 

One outstanding exception is Anthracite heating 
equipment. Even where the property has been 
neglected, Anthracite furnaces and boilers are usu- 
ally in serviceable condition. 

Where automatic heat is wanted to get a quick 
sale or higher rent, the existing Anthracite heater 
will provide it. There’s no need to replace the 
Anthracite heating plant. A thermostat for auto- 
matic heat control is often enough. Completely 
automatic fuel and ash handling can be added 


without replacing the basic heating equipment. 


This seal appearson 
Anthracite equip- 
ment only after it 
has passed the most 
rigid tests in the 
heating field. 


(SEE ADVERTISEMENT ON OPPOSITE PAGE) 
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FOR 


There is today a new symbol to help financial 
institutions appraise the dependability and endur- 
ing value of heating plants. The Anthracite Indus- 
tries’ Seal of Approval on heating equipment, is 
assurance that this equipment has passed rigid 
and impartial working tests. ANTHRACITE 
INDUSTRIES, Inc., Chrysler Bldg., New York. 
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The Only Safe Way 
is the 0. kK. 


Lets Your Bookkeepers 
SEE the Check! 


genres safety on questionable checks 
demands that the signature be verified 
as well as the amount. Lamson Dispatch 
Tubes enable you to make this double check 
with surprising speed, thereby building cus- 
tomers’ good will. 


Checks whiz from the tellers to the book- 
keepers and back again before the money is 
counted a second time. Other transactions 
are handled in the same speedy manner— 
checks certified, customers’ balances secured, 
bookkeepers notified of special deposits. 


And Lamson Pneumatic Tubes are inex- 
pensive to own—just one cost—you buy 
them outright. Mail the coupon for the 
booklet “Wings of Business.” It tells all 
about this safer, more efficient system. 


KX 
Laims 


PHEUMATIC TUBES 


Put your Bookkeeper at 
your Teller’s elbow. 


THE LAMSON CO., INC., Syracuse, N. Y. 


Send me a Free Copy of your Pneumatic Tube 
book, “Wings of Business” without obligation. 


OPERATIONS 


(CONTINUED FROM PAGE 56) 


was made in cooperation with the 
School of Commerce, University of Wis. 
consin, the banks were divided into 10 
classifications on the basis of total re. 
sources at the end of 1927. Graphs were 
prepared for each group, together with 
an additional chart for the combined 
groups. One set traces an 8-year trend 
in dollar amounts of (1) resources; (2) 
loans and discounts; (3) investments; 
and (4) earning assets (the total of 2 
and 3). A second set compiled in similar 
manner indicates trends for a like period 
in percentages of (1) earning assets to 
resources; (2) loans and ‘discounts to 
earning assets; and (3) investments to 
earning assets. 

In transmitting the graphs to the 
members, the committee said: 

“By a careful study of the two sets 
of charts you will find some interesting 
comparisons. To guide your analyses of 
these figures and percentages ask your- 
self the following questions: 

“How has the volume of total re- 
sources in your size group been affected 
throughout these years? How does this 
same movement in other size groups 
compare with that in yours? 

“What has been the effect of this 
movement on the profit picture of the 
banks studied? 

“Has the volume of earnings assets 
(that is, loans and discounts, plus in- 
vestments) followed this same move- 
ment? Does the same apply to the other 
size groups? 

“What has been the general trend of 
the volume of loans and discounts in 
your group and in all the groups? 

“What has been the trend in volume 
of investments in your group and the 
other groups? 

“What has been the effect on the 
profit picture of banks as result of the 
declining ratio of total earnings assets 
to total resources? 

“What is the significance of the de- 
cline in loans and discounts as compared 
with the upward trend in investments? 

“Have the tendencies observed in 
your size group been confined to your 
group alone or have they been sub- 
stantially the same in all groups?” 

When the charts had been distributed 
the bank management committee of- 
| fered to provide analyses on the in- 
| dividual bank basis, taking the report 
| figures submitted by an institution and 
making an analysis in comparison with 
groups of Wisconsin banks of similar 
size and character. This service was 
offered free to institutions interested. 
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AIR CONDITIONING 


gacculation, bei an 


DELCO-FRIGIDAIRE auto- 
matic cooling, heating and 
conditioning equipment... 
“Products of General 
Motors” that are changing 
property values and retail 
buying habits overnight. 


Air Conditioning is here — 
not ‘‘just around the corner’’ 
—not ‘‘the next boom indus- 
try’... but an accomplished 
and practical fact today! 

To the man whois building, 
it means insurance against 
the risk of his property be- 
coming obsolete overnight. 

And to the sound, far-see- 
ing business man it isa power- 
ful bid for public favor—for a larger 
share of today’s increased spending... 
a sound and profitable investment. 


The General Motors conception of 
air conditioning is a year round mat- 
ter. Summer air conditioning, which 
in its effect is chiefly cooling, is based 
on electric refrigeration. 

For more than eighteen years, 
General Motors has been building 
¥rigidaire electric refrigerating 
equipment for stores and homes. 

General Motors developed Freon 
... the cooling fluid on which modern, 
low-cost safe electric refrigeration is 
founded ... and on which modern 
air conditioning is based. 

General Motors developed finned 
cooling coils and compact compres- 
sors which set new standards of effi- 
ciency...in electric refrigeration and, 
therefore, in air conditioning. 

And it is this experience which has 


DELCO-FRIGIDAIRE 


Frigidaire Controlled-Cost Air Conditioning builds 


summer profits and year round good will 


now put airconditioning ona business- 
like basis... has made possible, in 
short, F rigidaire Controlled-Cost Air 
Conditioning. 

No two stores or rooms are alike in 
size. Few are alike in other conditions 
affecting air conditioning. Most jobs 
require special handling. 


With Controlled-Cost Air Condition- 
ing you know what you are getting— 
what it will do for you—and because 
you know, you can control the cost. 
You get more cooling with less 
current consumption. You get the 
kind of system that best suits your 
building . . . whether new or old . 
owned or leased. And you get the de- 
gree and the amount of air condition- 
ing your business needs. 

If you own a store—or hotel—or 
theatre—or any other business estab- 
lishment, Controlled-Cost Air Condi- 
tioning will do the exact job you need 


The Air Conditioning Division of General Motors 


AUTOMATIC COOLING, HEATING AND CONDITIONING OF AIR 
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done,protectyour investment, 
and pay you back its entire 
costthroughincreasedprofits. 

But air conditioning does 
not mean simply summer air 
conditioning. 


You've heard of General 
Motors’ achievement through 
its Delco-Frigidaire Condi- 
tioning Division in bringing 
automatic heat into the 
average home. 
If you have built a home 
—or are building—you know 
of course, about the Delco 
Conditionair—a complete heating 
plant that air conditions, too— yet 
costs not a penny more than auto- 
matic heating alone. 
Whatever your interests —what- 
ever your problems, it will pay you 
to Helco-Frigidaize. 
Mail the coupon today. 


KEEP COOL 
ALL SUMMER LONG 


with this 
FrigidaireElectric 
Room Cooler 


Costs only afew 
cents a day to 
operate ... ideal 
for office or bed- 
room . . . quiet, 
trouble - free, 
PROVEN. All 
cooling equip- 
ment is housed in attractive cabinet, 
as illustrated...no extras to buy.. 
quickly installed. Mail the coupon 
for complete information ... today! 


More in use than all other makes combined! 


MAIL THIS COUPON TODAY! 


DELCO-FRIGIDAIRE CONDITIONING DIVISION 
General Motors Sales Corporation 
Dayton, Ohio (Dept. B-7) 
Please send me complete information about: 
O Frigidaire Controlled-Cost Air Conditioning 
for banks. 


O Frigidaire Electric Room Coolers, 


Name. 


Address 


City and State 
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SUBSTANTIAL increase in Fed- 
eral savings and loan associations 
of larger size is reported by the Federal 
Home Loan Bank Board. Associations 
with assets of more than $1,000,000 
numbered 204 early in June, a gain of 
87 in a nine-month period. The 204 were 
situated in 33 states; 18 of them had 
assets exceeding $1,000,000 and five of 
more than $10,000,000. 
Ohio had 39 Federal associations with 
assets in excess of $1,000,000, seven of 


Are there 


204: Federal Savings and Loan Associations 


which exceeded $5,000,000. New York 
State came second with 20, two of 
which exceeded $10,000,000. Illinois 
and California were tied for third place 
with 17 each. 

Massachusetts had 13, one of more 
than $10,000,000. Kentucky ranked 
next with 11, while Indiana had 9, one 
with assets of more than $10,000,000. 

Oklahoma followed with eight; Mis- 
souri and Washington with seven, one 
in Missouri having more than $10,- 


Loopholes 


IN YOUR CLIENTS’ INSURANCE PROTECTION? 


You’re careful not to overlook 
the smallest detail in studying 
an application for a loan. Your 
clients’ insurance protection 
should be scrutinized with the 
same care. For the omission of 
a single item of protection may 
render nil all the caution ex- 
pended on the others. Often, 
the most obvious of hazards 
escapes attention. Let Lumber- 
mens makea complete insurance 
survey for you just as a measure 
of precaution. It costs nothing, 
may savea lot. It is done by ex- 


CASUALTY 


LUMBERMENS MUTUAL 


perts who are familiar with 
every type of hazard and how 
to protect against it. Send the 
coupon. There’s no obligation. 


THE 1936 GAINS 
Assets increased. .$ 4,018,905.00 


26,630 ,204.39 
Net Surplus 
512,332.83 
3,594,765.86 
Premium income 
1,876,139.66 
22,219,614.81 


Dividends paid to policyholders 
were $3,362,835.21, the largest re- 
fund in the company’s history. 


COMPANY 


SAVE WITH SAFETY IN THE 


Other Companies Under 
The Same Management 


American Motorists Insurance Company 
National Retailers Mutual Insurance Company 
Federal Mutual Fire Insurance Company 

Glen Cove Mutual Insurance Company 


“WORLD’S GREATEST 


AUTOMOBILE MUTUAL” 


LumsBermens Mutua Casuatty Company 
Mutual Insurance Building, Chicago, III. 


Please send full information on your free 
insurance survey. B-4 


000,000. Florida had six, Michigan five; 
Tennessee, Texas and Minnesota four 
each; Maryland, Pennsylvania, Louisi- 
ana and Utah three each; Georgia, Iowa, 
Nebraska, North Carolina, Oregon, Vir- 
ginia, and West Virginia two each: 
Arkansas, Colorado, Connecticut, Kan- 
sas, New Hampshire, South Carolina 
and Wisconsin one each. 

During April, 1,168 Federal savings 
and loan association members of the 
Federal Home Loan Bank System made 
loans totaling $31,184,300, a new record 
and a gain of $4,615,100, or 17.4 per 
cent, over the previous high of $26,- 
569,200 in March. The largest monthly 
total prior to March was $22,757,200 
last October, with 1,080 Federal associa- 
tions participating. 

The net total of loans outstanding by 
the Federal associations on April 30 was 
$652,556,500, a gain of $21,876,600, or 
3.5 per cent over March. 

Mortgage loans made by 293 report- 
ing state-chartered insured savings and 
loan associations also reached a new 
high in April of $9,333,000, a gain of 
$1,035,500 or 12.5 per cent over March. 
The previous peak was $5,545,500 re- 
ported by 198 institutions last De- 
cember. 

The net total of mortgage loans re- 
ported by the 293 state-charted associa- 
tions was $267,833,100 on April 30. 


D. OF C. ASSOCIATION 


Thomas J. Groom, vice-presi- 
dent and cashier of the Bank 
of Commerce & Savings, Wash- 
ington, D. C., has been elected 
president of the District of 
Columbia Bankers Association 


| 

| 

| 
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YES INDEED MR. 
BROWN, WE WELCOME 
SMALL PERSONAL 


TRUST ACCOUNTS 


Small personal trust | tavestigate these 

accounts, too, can be 
e J, Finished reports obtained au- 

handled at a profit aanatteadle from original 


records. 


Handling a volume of small trust accounts need not disturb the ‘ : P 

efficiency of an institution which employs the punched card speeds up routine work al- 
method of accounting. By this modern method you can welcome lowing more time for service 
small accounts as well as large. Time-taking routines are handled to clients. 
by automatic machine operation. Original entries, made on 


punched cards, automatically provide information for various 2B. Duplicate entries furnished 
records. for all records. 


Also, special instructions and descriptions can be repeated or 4. Statements, lists and sched 


ules provided which contain 
number of different quantities and amounts at the same time. any or all account and se- 


omitted at will. The machines will summarize and total print a 


curity information recorded 


This modern accounting method eliminates much manual Riel. 


routine. It enables a company to place more emphasis on service 
to customers. Today, punched cards and International Electric Write for 
Bookkeeping and Accounting Machines are bringing speed and detailed information today 
greater operating efficiency to banks and trust companies in all 


parts of the country. Detailed information on request. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


a 
General Offices: Sra Branch Offices in 
270 Broadway, New York, N. Y. Principal Cities of the World 
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ECOMMENDATIONS for modifi- 
cation of the tax on undistributed 
earnings of corporations were submitted 
to the Treasury Department, the Ways 
and Means Committee of the House 
and the Senate Finance Committee by 
the committee on Federal taxation of 
the Investment Bankers Association of 
America. 
James J. Minot, Jr., of Jackson & 
Curtis, Boston, chairman of the com- 


mittee, emphasized that the recom-! 


The Undistributed Profits Tax 


mendations were designed only to miti- 
gate the consequences of the tax which 
“we believe strongly to be an unwise 
one even if all our suggestions are ac- 
cepted.” The statement accompanying 
the recommendations, which were ap- 
proved by the association’s board of 
governors, said balancing of the Federal 
budget was “imperative” and added 
that if governmental expenditures were 
not reduced, an increase in other forms 
of taxes should be the alternative. 


$3,500,000,000 


This staggering figure approximately represents the annual income 


of the industry whose trade-marks are shown above 


Burglary and Theft, Inc.! 


. . . Robbery, 


Were this predatory industry to levy tribute upon your bank to- 
morrow, only such unfailing protection as Standard Accident offers 


could avail to keep unimpaired your resources and the security of 
your depositors. 


Standard of Detroit, with 53 years of service and a firm financial 
foundation, is one of the oldest and one of the strongest casualty 
insurance and bonding companies. It is known nationally for prompt, 
just settlements and breadth of underwriting experience. 


Call at once upon any one of Standard’s 8300 representatives to draft 
for you a thorough plan of defense against such catastrophes as 
robbery, hold-up, embezzlement, check alteration or forgery. 


STANDARD ACCIDENT INSURANCE COMPANY 


Standard Service Satisfies ... Since 1884 


Examples of the harmful effects of the 
undistributed profits tax submitted by 
the committee included the following: 

1. Corporations which have suffered 
severe losses during the depression and 
now are penalized by inability to retain 
all earnings in order to recoup previous 
losses. 

2. Corporations which have incurred 
deficits making it impossible to pay 
dividends under the laws of the states of 
their incorporation. 

3. A corporation where changing 
conditions make it necessary to retain 
a large proportion of earnings to finance 
new equipment purchases. 

4. A corporation having sinking fund 
requirements to meet on which there is 
no definite assurance that they can be 
considered a deduction, in whole or in 
part, under the law. 

5. A corporation engaged in mining 
which can never escape some tax on 
undistributed profits owing to its de- 
pletion account. 

6. A corporation, small in size but 
growing, which cannot expand practi- 
cally except through reinvestment of its 
earnings. 

Stressing the interest of investment 
bankers in the effect of the tax on the 
credit structure of corporations, al- 
though citing as well its “tendency to 
make booms bigger and depressions 
deeper,” the committee recommended 
specific exemptions for: Companies in 
weak financial condition; those with 
deficits which make the payment of 
dividends illegal under state laws; those 
which can reasonably prove the need of 
credits for expenditures for rehabilita- 
tion as distinct from new plant expan- 
sion; those whose losses over a period of 
years have exceeded their gains. 

Additional recommendations were: 
That corporations with small earnings 
should receive special treatment; that 
there should be a clarifying amendment 
so that sinking fund payments, whether 
a fixed amount or a percentage of earn- 
ings, can be considered as a deduction; 
that no tax on undistributed earnings 
should be imposed on corporations pay- 
ing out 80 per cent of their net earnings 
after allowable credits; that corpora- 
tions should not be forced to guess their 
earnings and should, therefore, be given 
at least three months after the close of 
their fiscal year to pay a final dividend 
which would be counted in determining 
what, if any, tax on undistributed 
profits they should pay for the previous 
year. 
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T was a big day back in 1896 when Library Bureau 

brought out the first tabbed ledger card, now standard 
for savings accounts. Since then over 10,000 bankers have 
cut costs with Library Bureau methods and equipment in the 
savings department. 


Today, as part of Remington Rand’s world-wide organiza- 
tion, Library Bureau has the greatest facilities in its history 
for producing economical new methods .. . in even closer 
cooperation with savings bankers. 


The distinguished list of “firsts” at right, speaks for itself. 
These changes ... which make window service faster, book- 
keeping simpler and record protection surer ... are enjoying 
universal acceptance. 


Perhaps they will suggest new ways that you yourself can cut 
costs. But to make sure, let us help with specific recommen- 
dations .. . now! For a free expert analysis of your record- 
keeping methods and other operations, phone Remington 
Rand in your city or write Remington Rand Inc., Buffalo, 
New York. There is no obligation. 


OK: from Remington Rand 


OUTSTANDING FIRSTS” 
IN LIBRARY BUREAU’S RECORD 


efirst ledger and signature card 
systems 


e first tab ledger cards 

e first box file 

e first Celluloided tab guides 

e first card ledger desk 

e first steel ledger desk 

e first steel transfer file 

e first double digit tab cards 

e first shoulder tab cut ledger cards 
e first Safe-Ledger desk 

e first Safe-Cabinet ledger desk 


e first automatic guiding system for 
index cards 


e first Soundex method of guiding 
index cards 


e first complete installation service 


e first visible method of filing index 
and signature cards. 


LIBRARY BUREAU DIVISION...REMINGTON.RAND INC. 


465 WASHINGTON ST., BUFFALO, N. Y. 
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“This CRANEQUIPMENT 
Makes Your Security 
BETTER” 


There's greater value 

and satisfaction in a Crane \ % Ww i 

Refreshor Shower. Easy- h es OU kno how quickly the 
Y wrong plumbing and heat- 


clean shower head . . . mini- 
ball joint head to direct an : ing equipment can “date” a 
stream where wanted. property. You know, too, how 
such equipment can pile up main- 

tenance and repair expense. That 

is why CranEquipment—with its positive assurance 

of value and low upkeep cost—provides a greater 


measure of security for loans on any type of building. 


Crane designs its products for the years—not for 
today’s passing fancy. Crane builds genuine value 
into every part... backs every piece of CranEquip- 
ment with an 80-year-old reputation for honest 

workmanship and fair dealing. In kitchen, bath- 
With Its vitreous china lava- => ' : room and basement, Crane products assure lasting 


tory and baked enamel all-steel ° 
extinct, tho Connst Cabinet satisfaction at every price level. 


In the 110 Crane Display Rooms throughout the 


country, there is ample evidence that CranEquip- 
ment is a better investment for your customers. 
Your inspection is invited! 


@ A Crane Siwelclo oe Crane has the world’s largest line of 
closet—quiet acting, ited valves and fittings for all types of serv- 
hygienic and efficient i ice—everywhere. CranEquip through- 
— is a good investment 
from any standpoint. > out for satisfaction. 


CRANE CO., GENERAL OFFICES: 836 SOUTH MICHIGAN AVE., CHICAGO, ILL. 
Branches and Sales Offices in One Hundred and Sixty Cities 


VALVES, FITTINGS, FABRICATED PIPE, PUMPS, PLUMBING AND HEATING MATERIAL 
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Merging and Migrating 


HE National Association of Super- 

visors of State Banks is undertaking, 
with the assistance of the F.D.I.C., a 
nationwide survey with a view to en- 
couraging consolidation, merger and 
actual migration of banks in the inter- 
ests of better banking. 

This announcement was made by 
Dr. Luther A. Harr, chairman of the 
association’s executive committee and 
Secretary of Banking of Pennsylvania. 

In explaining the survey Dr. Harr 
said state bank supervisors throughout 
the country were well aware that often 
two banks might be struggling to exist 
in a community where one bank could 
be healthy and profitable. 

“Tf both banks,” he said, “continue 
operations in such a community both 
ultimately would fail. In such cases, 
state bank supervisors are urging that 
the two banks consolidate or merge; the 
community would be better served and 
stockholders earn a profit on their 
investment.” 

The migration of a bank presents a 
bigger problem, but this step is being 


FOREIGN TRADE 


W. F. Gephart (below), vice- 
president, First National Bank 
in St. Louis, has been elected 
a fourth time (1927, 1928, 1936, 
1937) to the presidency of the 
Bankers Association for For- 
eign Trade. Vice-presidents are 
J.C. Rovensky, Chase National 
Bank, New York, Harry Salin- 
ger, First National Bank, Chi- 
cago, and W. A. Mitchell of 
J.P. Morgan & Co., New York. 
The secretary is R. T. White of 
the Cleveland Trust Company 
and the treasurer Victor J. 
Usher, Mellon National Bank, 
Pittsburgh 
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advocated, the announcement stated, 
“where a community is on the down- 
grade and the local bank must ulti- 
mately fail.” 

“ Pennsylvania already has witnessed 
such a case of migration,” Dr. Harr 
said. “In this instance, a bank which 
had enjoyed a prosperous past was lo- 
cated in a mining community which is 
on the downgrade and it was only a 
question of time before the bank would 
have been obliged to fold up. 


“The bank’s officials and the Depart- 
ment of Banking surveyed the field and 
found that by moving the bank 30 
miles to another town, it not only would 
serve a bankless and growing commu- 
nity, but continue to serve its old clients 
and make money. The migration was 
effected, the bank again is on the way 
to a profitable career and a greatly en- 
larged community is enjoying better 
service. 

(CONTINUED ON PAGE 66) 


Continental Illinois 
prides itself 


on the promptness 


of its collection service 


made possible 


by a nation-wide network 


of correspondent banks 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 


231 SOUTH LA SALLE STREET 


Member Federal Deposit Insurance Corporation 
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(CONTINUED FROM PAGE 65) 

“Much of the difficulty would not 
exist today if there had not been unwise 
and indiscriminate chartering of banks 
in past years. The National Association 
of Supervisors of State Banks some 
time ago went on record against the 
chartering of unneeded banks or of 
banks being promoted by individuals 
whose experience or past training make 
them unfitted to manage banks. We 
particularly resented some chartering 
permitted by the national banking sys- 
tem, not because they were banks 
which did not take out state charters, 
but banks which could not get them.” 


No Lack of Gangsters 


_ report of the protective com- 
mittee, New Jersey Bankers Asso- 
ciation, submitted to the annual con- 
vention in Atlantic City by Percy B. 
Menagh, secretary-treasurer of the 
United States Trust Company, New- 
ark, contained the following comment: 

“Do not bask in the sunshine of a 
fool’s paradise. New gangs are formed 
to take the place of those who remain 
in jails, and weak parole laws and par- 
doning courts soon enough permit them 
to get out and renew their efforts. There 


FOR THE FIRST Thu: 


Permanized Papers take the ‘‘mys- 
tery’’ out of paper for permanent 
forms and records. You can test their 
permanence with this simple rule: 
‘‘A Permanized Paper that is strong 
enough, is permanent!”’ 

Because Permanized Papers are 
made in 5 degrees of strength to resist 
wear-and-tear and handling, you buy 
exactly the strength that any specific 
form requires, but every Permanized 
a is impervious to age, so that 
unless you wear it out, it is permanent. 


SAFETY AND ECONOMY 

Because of this exclusive advan- 
tage of Permanized Bond and Ledger 
Papers, there is no need to pay for 
excessive strength in order to secure 
permanence. Your records are safer, 
because you can readily judge the 
amount of strength each form should 


have . . . and when you secure that 
strength, permanence is certain. 

Permanized Papers offer these ad- 
vantages because they are made of 
all-permanent materials . . . rag- 
fibres for strength and age-resistance; 
and Solka-Durapulp that does not 
weaken as ordinary fibres do. Yet 
Permanized Papers cost no more than 
ordinary rag-content Bonds and 
Ledgers. 


FOR ALL BUSINESS USES 

Permanized Papers are ideal for all 
business uses . . . cost and operation 
records, ledgers, contracts, etc. Even 
their beauty and impressiveness is 
made permanent by their exclusive 
use of all-permanent materials, giv- 
ing new value to letterheads and 
other outgoing forms. Return the 
coupon for details. 


Wauitinc-Piover Paper Co., Stevens Point, Wis. | 
Send me your new book and other information 


IQ BONDS-3 LEDGERS 


are always those who are planning and 
working to outwit the careless bank. 
In many instances those banks which 
have been careless, and exposed them- 
selves to attack by the bandit, have 
profited by their experience; but it must 
be noted that a number of banks have 
been held up a second time by a new 
gang, proving that the ranks of the 
bank robber seldom lack replacements, 
Noteworthy, also, is the fact that the 
large percentage of bank robberies has 
been perpetrated against banks which 
are not members of the American Bank- 
ers Association. 


READ THE BULLETIN 


“TURGENTLY request you tolook over 
the American Bankers Association bank 
inspection report, which shows up the 
many weaknesses of attack to which a 
bank is subject. Again, the Protective 
Bulletin of the Association keeps you 
and your tellers posted on the latest 
modus operandi of bank crooks. While 
the local and state police have assisted 
in driving criminals from our state, and 
the secret service has helped our insti- 
tutions in lessening the number of 
counterfeiters, what have we done as 
individual banks to put our places in 
order so that when we are attacked we 
will stop or hinder the intruder; or will 
we have done nothing, and look to the 
insurance companies to pay?” 


OHIO BANKERS 


H. L. Wilson, cashier of the 

Citizens National Bank, Sid- 

ney, is the new president of the 
Ohio Bankers Association 
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OF AIR CONDITIONING 


OES air conditioning pay? Can it be used suc- 

cessfully to boost the sales of retail establish- 
ments, to increase the occupancy of office build- 
ings, to stimulate the sale of residence property? 


Interesting figures have just been compiled which 
show that General Electric Air Conditioning is 
paying rich dividends to progressive bankers, 
brokers, retailers and property owners. 


For example—it only takes an increase of 2 to 4 
per cent in gross sales to pay the complete owning 
and operating cost of a G-E Air Conditioning in- 
stallation in the average retail establishment. Yet— 
many retailers are reporting increases as high as 
25 per cent and better. 


DID YOU KNOW? 


that the cost of owning 
and operating G-E 
Air Conditioning in a 
retail store averages 
less than 2/3 of a cent 
per dollar of gross 
sales? 


Room Cooler for summer ser- 
vice. General Electric manufac- 
tures air conditioning and air 
cooling equipment for every 
need. Everything from single 
room units up to large central 
plant installations. 


Consult With The G-E Distributor 


There is a General Electric distributor in your 
community who is experienced in all types of air 
conditioning installations. Consult with him. He 
can show you up-to-date figures showing the prac- 
tical returns from air conditioning. 


And—if you desire—he will make an air condi- 
tioning survey of your building and will submit 
an economically engineered proposal covering the 
type of installation best suited to your needs. This 
survey will be made without cost or obligation. 


Phone the G-E distributor today or write for free 
booklet—‘“‘Interesting Facts About Air Condition- 
ing”. Address—General Electric Co., Air Condi- 
tioning Dept., Div. 71929, Bloomfield, New Jersey. 


GENERAL @ ELECTRIC AIR CONDITIONING 
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ITH nearly one-half of the wealth 

of this country represented by 
stocks, the registration and transfer of 
stock certificates has become highly 
specialized, as complex and exacting a 
procedure as the examination of real 
estate titles. A bank can render a com- 
munity a valuable service by helping 
depositors understand that the cor- 
rect registration of their stock certifi- 
cates is as important as a clear title to 
the homes in which they live. Because of 


The 


the inability of many people to visualize 
the physical assets back of their stock 
certificates, they are very much amazed 
when they attempt to transfer one in the 
name of a deceased person and find that 
they must meet a large number of ex- 
acting legal requirements before the 
stock can be transferred to the heirs. 


ONE COMPLICATED CASE 


MANY attorneys, unless they have had 
experience in handling securities, are 


ESTABLISHED MARCH 24, 1933 


RESOURCES EXCEED 
$400,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Member Federal Deposit Insurance Corporation 


25% increase 


With New England’s own industries moving steadily forward 


+ cotton, wool, shoes, machinery, paper . . 


- its investors 


share also in the improvement of all American 
industry, as instanced by Massachusetts income 
tax collections twenty-five per cent higher this 


year than last. 


New England capital does business with the 
world. New England interests require a complete 


banking service which this institution provides. 


THE NATIONAL, 


Shawmut Bank 


40 WATER STREET - BOSTON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Stock Transfer Maze 


unfamiliar with the requirements for the 
transfer of registered securities. The 
writer recently completed a transfer for 
a person who had gone to his attorney 
and stated that he wished all the stocks 
he possessed to go to his sister at the 
time of his death. The attorney in- 
structed the man to sign the stock cer- 
tificates and leave them in his safe 
deposit box, and informed his client 
that the securities could be transferred 
to the sister without probate procedure 
or the necessity of furnishing legal 
papers. In due time the owner of the 
stock certificates died and the stocks 
were brought to the writer for assist- 
ance in transferring them. Due to cer- 
tain technicalities in the will, it was 
necessary to spend $1,250 for legal ex- 
penses out of a $13,000 estate before we 
could get the certificates transferred to 
the rightful heir. It is a situation similar 
to that of the research doctor whose 
field is biology but who must go to his 
colleague the surgeon for medical at- 
tention. They are both doctors, but 
specialists in different fields. 

Because of the constant changes in 
the transfer laws of various states, it is 
advisable for a bank to appoint one per- 
son to handle its stock transfers, and 
those of the customers who request 
assistance with stock transfer problems. 
There are various stock transfer services 
published by statistical houses which 
are valuable in helping to keep abreast 
of changes in state and Federal laws. 


STEPS IN TRANSFERRING STOCK 


IT may be of interest to note a list of 
the papers which are required to trans- 
fer 10 shares of Southern California 
Edison Company stock registered in the 
name of a deceased person: (1) certified 
copy of the will of the deceased; (2) 
certificate of executor’s appointment, 
dated within 60 days; (3) affidavit of 
domicile; (4) debt affidavit; (5) Cali- 
fornia tax waiver; (6) state and Federal 
transfer taxes. 

Many individuals are very much 
surprised when they learn that they 
must pay stock transfer taxes in addi- 
tion to inheritance taxes. 

If a person desires another individual 
—a wife, son, or daughter—to have his 
stock at his death, the certificate may be 
registered in the name of “joint tenants 
with the right of survivorship and not as 
tenants in common.” If these are the 
only assets the deceased person pos- 
sessed they may be transferred without 
the necessity of probate procedure by 
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By FRED F. McLELLAN 


merely furnishing a death certificate. 
This is a type of registration applicable 
to married persons of moderate means 
having no children and desiring the 
survivor to have the stocks upon the 
death of either party. 

Certain banks form voluntary part- 
nerships within the bank and have 
securities which they hold as collateral, 
in trusts and agency accounts registered 
in the names of nominees. This is done 
to facilitate transfers in event of invest- 
ment changes and to eliminate the cost 
of legal papers required by transfer 
agents when securities are registered in 
the name of an individual trustee. I 
have just completed a transaction where 
a trustee wished to dispose of a stock 
worth $100, registered in the name of a 
trustee. In this case it so happens that 
the will is 18 pages long. In order to 
obtain the will it is necessary to pay the 
probate court $8.80 for a certified copy 
plus 50 cents for a certificate of the 
executor’s appointment. The brokerage 
fee is $3 and the transfer tax $6. Here 
you have a case where the cost of ex- 
ecuting a $100 order is nearly 20 per 
cent of the total worth of the security 
sold. Had this stock been registered in 
the name of a bank nominee, the total 
cost for this sale would be appreciably 
lessened. In transferring 40 or 50 stocks 
of various companies it is obvious what 
a large expense legal papers may be. 
There are certain decided advantages 
for banks in registering stocks which 
they hold in trusts in the name of 
nominees. 


KNOWLEDGE ESSENTIAL 


FAMILIARITY with the intricacies of 
stock transfer and the correct forms of 
registration is particularly important 
to loan departments in the habit of 
lending against negotiable securities. 
In 1909 twenty-six of our states 
adopted the Uniform Stock Transfer 
Act to promote uniformity in state laws 
regarding stock transfers, and, although 
these laws are at present operative, 
there is an astounding variance in the 
requirements of transfer agents. The 
larger New York and Chicago transfer 
agents for the big corporations of the 
United States have widely differing re- 
quirements. The various stock ex- 
changes have adamant rules concerning 
assignment forms, guarantees of signa- 
tures and rules of delivery. Familiarity 
with the requirements of the transfer 
agents and the rules for delivery will 
well repay the bank for the time spent. 
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NOISE CHECK 


IN YOUR BANK EVERY DAY 


Read how leading banks have increased accuracy, 
efficiency and profits—by subduing every-day noise 


HE cost of noise comes out of your 
assets regularly, even though it 
doesn’t show in the records. Because even 
routine sounds do more than irritate your 
patrons. They affect every employee—cause 
strain and fatigue—increase costly errors. 
That’s why hundreds of banks, like thou- 
sands of other businesses, have installed 
Acousti-Celotex to correct noise—and found 
that it pays for itself. One finance company 
reports that costly mistakes were substan- 
tially reduced. Another user says errors by 
office machine operators dropped 52%, and 
typing errors were cut 29%! 


PAINTABLE 


COUSTI- 


TRAOE MARK REGISTERED 


[pats So ose) ~CELOTEX 
[pats So ose) NOISE 


Acousti-Celotex can be installed over 
your present ceilings at surprisingly little 
cost, without interrupting normal rou- 
tine. And its benefits are permanent, 
since painting or cleaning do not 
destroy its efficiency. Let us have a 
qualified acoustical expert tell you 
honestly where Acousti-Celotex can save 
money in your building, and what it 
will cost. There’s no obligation—so 
mail the coupon now. 


Acousti-Celotex says “Hush” to Noise in... 
Title Insurance & Trust Co., Los Angeles, Cal. 
Denver National Bank Building, Denver, Colo. 
First National Bank Boston, Mass. 
Federal Land Bank Several Cities 
Cleveland Trust Company . . Cleveland, Ohio 
Union Trust Company . . . Pittsburgh, Pa. 
Royal Bank Of Canada . . Montreal, Canada 
- and in hundreds of other banks. 


Shown below is American Trust Company, 
Berkeley, California 


PERMANENT 


ELOTEX 


U S. PATENT OFFice 


Other Celotex Acoustical Products 
CALICEL CALISTONE ABSORBEX VIBRAFRAM (formerly Heerwagen Tile) 
Sales Distributors throughout the World 


~ !' THE CELOTEX CORPORATION 
919 N. Michigan Avenue, Chicago, III. 
C) Please send free copy of new booklet, “Noise.” () Without obliga- 


have an acoustical expert submit recommendations and ‘ 
cost of installing Acousti-Celotex in our building. 


tion to me, 


BA 7-37 8 


69 


| 
| 
| 
| 


IN SCOPE 
OF SERVICE... 


* 


THE LARGEST 


bank in Wisconsin—and the largest northwest of Chicago 


—the First Wisconsin National of Milwaukee enjoys 


correspondent relations with 85 per cent of all the banks in 


this state. Coupled with important commercial-industrial 


connections throughout this rich midwestern market, 


these extensive contacts enable the First Wisconsin 


to serve other banks and national business corporations 


in many ways that go far beyond the ordinary scope of 


routine commercial banking. Total resources of the First 


Wisconsin exceed $220,000,000. For specific information 


concerning First Wisconsin statewide service, address our 


Business Development Division... 


or our Banks and Bankers Division. 


FIRST WISCONSIN FIRST 
WISCONSIN 
SCOPE OF SERVICE NATIONAL 
BANK 


FACILITIES 
of Milwaukee 


BUSINESS CONTACTS 


FIRST CHOICE of 
Wisconsin Banks 


Member of the Federal 
Deposit Insurance Corp. 


The Ambiguous 


By A. E. AMBROSE 


merce what windshield wipers are to cars, or frankfurt- 

ers and peanuts to baseball—not absolutely essential 
but nevertheless regarded by most interested persons as 
necessary parts of the whole. Their use is universal, and 
their chief “producers” are the banks of New York and 
London. Consequently, one would expect to find a similarity 
of treatment in those two centers equivalent to that existent 
between, say, the Ford factory at Dearborn and the Morris 
factory at Cowley in England. Because such similitude is 
non-existent, and because this fact is too little appreciated 
generally, attention is here drawn to the major differences of 
practice and definition. 

For example, in America the terms “confirmed” and “ir- 
revocable” (and their opposites) are distinct and separable. 
Any distinction between the terms is unknown in England. 
There, the synonymity of the terms has been recognized 
on numerous occasions by the judiciary and is consequently 
indisputable and legally binding. 

There is in England nothing equivalent to the list of regu- 
lations affecting export commercial credits which was 
adopted by the New York Bankers Commercial Credit Con- 
ference in 1920. Each bank over there is a law unto itself in 
such matters. Fortunately, however, partly because of de- 
cided cases, partly because of the application of common 
sense to the question, each adopts the same attitude on 
all major points, with the result that it is possible to affirm 
authoritatively the British banks’ practice regarding such 
points, and thus to compare it with that of the New York 
banks’ as set out in the list referred to. A convenient way 
of doing this is to proceed through a copy of the American 
regulations, picking out the points of difference en route. 


4 letters of credit are to world com- 


The first of importance that we come to concerns section 
5d of the list of regulations as amended to March 1934. This 
provides that: 


“When ‘Ocean’ bills of lading are required, unless otherwise stipu- 


lated, we will accept ‘Received for shipment’ or ‘Alongside’ or , 


‘Port’ or ‘Custody’ bills of lading. ‘On board’ bills of lading will not 
be demanded unless expressly required even though the credit men- 
tions the name of a steamer.” 


In England, the reverse is true. “On board”’ bills of lading 
will be insisted upon unless the credit provides specifically 
to the contrary. The banks adhere strictly to this rule be- 
cause decided cases have affirmed that a “Received for 
shipment” bill of lading is not a bill of lading within an 
ordinary c.i.f. contract in that country. 

Reading on, we come to section 5f, which states: 


“Documents for partial shipments may be accepted unless ex- 
pressly prohibited. Even though the credit mentions the name of a 
steamer, a partial shipment or shipments by that steamer may be 
accepted.” 


Diametrically opposed is the English procedure of refusing to 
accept partial shipments, unless specifically authorized. 

It is customary in the British Isles to treat letters of credit 
dated to expire on a Sunday or legal holiday as expiring on 
the preceding day. In this country, however, it is stipulated 
by section 5j of the list under consideration that: 
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Letter of Credit 


“When the indicated expiration date for presentation or negotia- 
tion falls upon a Sunday or legal holiday, the expiration is extended 
to the next succeeding business day. (This rule, however, does not 
apply to date of shipment.)” 


There is one clause, section 5p, which starts by prescribing 
for the States the English understanding of the point, but 
concludes by tacking on an extension which is not recognized 
in the United Kingdom: 


“The terms ‘Approximately’, ‘About’, or words of similar import 
shall be construed to permit a variation of not to exceed ten per 
centum. 

“When the merchandise, by its nature, does not allow the delivery 
of the exact quantity indicated, as, for instance, metal bars, oil in 
barrels, etc., a leeway of 3 per cent more or less will be allowed, even 
if the terms of the credit call for a fixed weight or measurement.” 


As already indicated, the 10 per cent allowance accords 
exactly with the English interpretation of the term “ap- 
proximately” as applied to letters of credit. The 3 per cent 
variation, however, is definitely not acceptable to an Eng- 
lish bank. 

That insurance certificates are a good delivery under a 
letter of credit in this country is provided by section 5q. 
Decided cases in England make it abundantly clear that such 
documents are not a good tender under an ordinary c.i.f. 
contract there, for which reason the banks in that country 
necessarily refuse to accept any insurance document other 
than a policy, unless specifically. authorized so to do in the 
relative authority. 


AMERICAN REGULATIONS MAY BE WAIVED 


CLAUSE 6 of the American list might easily become a bone 
of contention between an American and an English bank. 
It provides that: 


“Correspondents will understand that the above regulations shall 
govern in all credit transactions in the absence of other specific 
agreements. If the beneficiary shall make representations, or shall 
offer security satisfactory to the bank that no loss shall result to its 
correspondent or client by the waiver of any of such regulations, or 
any instruction, the bank reserves the right to make such waiver, 
and shall recognize no claim in the premises unless substantial direct 
damage shall be shown to have resulted.” 


To grant a beneficiary’s request not to comply with the 
accepted interpretation of a term appearing in a letter of 
credit is entirely contrary to English practice, even though 
the beneficiary be required to put up satisfactory security 
to cover any possible loss his non-compliance might cause. 
If, under this rule, documents which did not conform strictly 
to the terms of the relative credit were taken up by an 
English bank’s American correspondent, in case of dispute 
the English bank would in all probability claim that it had 
given a direct and definite mandate, the terms of which 
could not be varied without its consent, and that, if the 
American correspondent chose to permit a deviation from 
the terms of the authority without obtaining the prior con- 
sent of the issuers, it must accept responsibility for any 
consequences whether or not they amounted to substantial 
direct damage. This argument would be of no avail, however, 
if the American bank could prove either that it had notified 
the issuers that section 6 would apply unless the contrary 
were specified in any particular case, or that the proviso 
constituted an established mercantile custom. 
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Depreciation 
Lessened.. by 
Metals that 


products ...such as Copper or Brass 


water pipe, Everdur Metal hot water tanks, Copper 


sheet metal work, Bronze screening, etc....are of mate- 
rial assistance in maintaining the original value of a 
house. Because of their exceptional durability and long 
life, they minimize depreciation. Thus, they provide 


mortgage money with an important factor of safety. 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Conn. Offices and Agencies in Principal Cities 
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N interim report by the industrial 
securities committee of the Invest- 
ment Bankers Association noted a sub- 
stantial increase in the amount of “new 
money ” financing during the six months 
ended March 31 and anticipated a con- 
tinuation of new offerings in good vol- 
ume. 

The report, by Karl Weisheit of 
Edward B. Smith & Company, New 
York, as committee chairman, called 
attention to a “radical change” in the 


times?” 


The answer is that 


decisions are cited. 


Chicago 


W: are sometimes asked, “‘How can a policyholder 
in a mutual company receive the benefits in good 
times without liability for assessment in case of bad 


Ist. Our charter specifically stipulates that 
our policies shall be non-assessable; 

2nd. Our policies are properly written to con- 
form with this charter specification; 

3rd. Our surplus and reserves are so large that 
they greatly exceed the standards set by 
various States as prerequisite to the issu- 
ance of non-assessable policies. 


There can be no question as to the non-assessability of 
our policies. If you are interested, we shall be glad to 
send you a copy of the affirmative opinion of our attor- 
ney on this point, in which opinion substantiating court 


Atlantic has never had the power to assess its policy- 
holders. More important, it has been in business 95 
years and has lived through four wars and at least four 
major depressions, and has never even approached a 
condition which would have necessitated such an action. 
On the contrary, it has had profits to distribute in 94 
out of its 95 years, has built up a surplus of unusual 
proportions, and is more than able to meet every lia- 
bility to which it is subject. 


ATLANTIC 


Atlantic Building 


49 (Wall Street 
NEW YORK 


Cleveland « 


Trends in New Financing 


half year period wherein 63 per cent 
of the aggregate proceeds of all indus- 
trial financing represented new capital. 
In the first nine months of 1936, he 
pointed out, only 30 per cent was new 
capital. It therefore appears, he added, 
“that in the industrial field at least a 
long-awaited development may be at 
hand.” 

The committee also stressed the re- 
cent predominance of common stock 
financing by industry. 


M U TU AL 
INSURANCE 
COMPANY 


Newark Philadelphia 


“Common stocks issued during the 
six months amounted to $278,000,000, 
or nearly 41 per cent of all new indus- 
trial issues; moreover, bonds and pre- 
ferred stocks having equity privileges 
accounted for an additional 25 per 
cent,” the report stated. “Despite the 
short period surveyed, these figures 
reveal a sharp upturn in the curve of a 
trend which has been developing slowly 
for a couple of years, and the figure of 
41 per cent is in contrast with the 10 
per cent reported at the association’s 


| 1936 convention for the first nine 


months of 1936 and the 1 per cent 
reported for the first eight months of 
1935.” 


FAVORABLE OUTLOOK 


SEVERAL elements working toward 
the increase of ‘“‘new money” financing 
may well continue for some time, the 
report asserted. 

“Foremost among these is the neces- 
sity for more production facilities 
caused by rising demand, the develop- 
ment of new products and processes, 
and the normal capital goods replace- 
ment accumulated during the depres- 
sion years. Of more recent origin is the 
fact that the financing of inventories is 
requiring larger amounts of capital. 
Expanding sales and production are 
necessitating greater physical volume 
of inventory, and, at the same time, 
commodity prices have been showing 
a strong upward tendency which has 
been interrupted only in the last few 
weeks. This combination of higher vol- 
ume and price, together with rising 
labor and other costs, if continued 
may cause some corporations to resort 
to the sale of securities in order to ob- 
tain the necessary additions to working 
capital.” 

Reasons for the increase in common 
stock financing were not hard for the 
committee to find. 

“The most obvious are the related 
factors of increasing earnings and rising 
share prices which make such offerings 
more and more attractive to sellers and 
buyers. It is also likely, however, that 
good judgment on the part of manage- 
ment and sound advice from investment 
bankers have had a wholesome effect 
in encouraging the sale of stock at a 
time when bond financing could be 
done at low cost.” It was pointed out 
that in some instances corporations 
have even sold common stock in order 
to retire bank loans and other short- 
term obligations bearing low interest. 
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R a number of years one southern 
bank had advocated an expansion of 
the dairy industry in its section. By 
newspaper advertising, circular letters 
and personal contacts with farmers of 
the community, the bank was success- 
ful in stimulating widespread interest 
in the project. The result was highly 
satisfactory and all the banks of the 
district made profitable loans for the 
construction of milking barns and for 
increasing and improving dairy herds. 
Today there is scarcely a farmer in the 
community who does not receive a 
monthly cream check. Incidentally, the 
development of the dairy industry has 
also brought a creamery and a cheese 
factory to the banking center. 

Because unusual grazing lands were 
at hand, the livestock business had long 
been considered a profitable one in the 
section. A difficulty, however, was the 
distance to the market. To overcome 
this obstacle the livestock breeders 
sought to bring the market to their own 
community. 

With the cooperation of the banks, 
the chamber of commerce, business 
men, and farmers, a corporation was 
organized last year for the purpose of 
building a stockyard in the community 
to serve the small breeder as well as the 
large stockmen. 

Non-transferable shares were sold at 


SOUTH DAKOTA BANKERS 


The new president of the South 
Dakota Bankers Association is 
J. R. McKnight, president of 
the Pierre National Bank, Pierre 
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Green Pastures 


$100 each and the building site was 
purchased from a railroad for $1,200. 
The building contained 50 pens, a show 
ring, and seats for buyers and specta- 
tors. It cost $7,500. 

Auction sales of livestock are held 
every two weeks and many of the large 
meat packers participate. At the peak 
of the season an average of 1,000 head 
of cattle are sold at each sale. The mar- 
ket has now become one of the best in 
the South. 


Cattle, hogs and sheep are sold at 
commissions ranging from 25 cents to 
$1 per head. 

Benefits from the venture have been 
numerous. A ready market is main- 
tained with good prices. Most of the 
money received from the auction is 
spent in the local community and finds 
its way into the banks. By selling odd 
lots of livestock the farmers receive 
cash which they can use to improve 
their herds. 


The Friendly 
Natt JNAL BANK» 


CHICAGO 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 
of 
Banks and Trust Companies: 
for 


Directors Committees 


NEW YORK 


WASHINGTON 
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TRUST 
ADVERTISING 
HEADQUARTERS 


Locates Your Market, 
Helps You Reach It. 


Wx. in your city can use 
your trust services? How many are women? 
Where do trust prospects live? What are 
their will-making habits? How many of the 
present customers of your institution are trust 
prospects, and who are they? 


These are important questions, essential pre- 
liminaries to any trust development program. 
The results of Purse national research may 
not apply to your community, but the TECH- 
NIQUE of digging up facts does apply. So 
does the Purse technique for building up 
effective mailing lists—a method worked out 
through 25 and more years of experience with 
this problem. 


Purse can locate your trust market and help 
reach it with programs individualized not only 
for your institution, but for the characteristics 
of the community from which you expect your 
business. And Purse sees these programs 
through, right down to making material ready 
for the mails, or for publication. 


An inquiry about the results from Purse 
methods for locating and reaching trust mar- 
kets will bring you ample evidence that it is 
sound and resultful. Why not make that 
inquiry now ? 


THE > URSE COMPANY 


CHATTANOOGA, TENNESSEE 


Trust Advertising 


IN NEW YORK 305 East 46th Street 
IN BOSTON 38 Newbury Street 
IN CHICAGO ...... . 25 East Jackson Blvd 
IN LOS ANGELES . . 725 South Orange Drive 


What Local 


{Bank News Is 


S your bank getting its full share of editorial space in your 

local papers? If not, then perhaps it is because of a wrong 

attitude on your part toward the question of newspaper 

| publicity. Many bankers and businessmen are inclined to 
take these wrong viewpoints. 

| In the first place, there are those who seem under the im- 


| pression that they can get sufficient news space in local 


| | papers to warrant the elimination of most or all advertising, 
_| | Such an attitude naturally, and rightfully, antagonizes the 
| editor and business manager of the paper, for both are thor- 
| oughly familiar with this game. It has been attempted 


countless times, and newspapermen know it by heart. 


NEWSPAPERS NEED EARNINGS, TOO 


A SIMPLE explanation of the newspaperman’s viewpoint 

should suffice to clear up this question. If it were not for the 
| advertising revenue, no modern newspaper could long exist. 
| If the editor permits any businessman to get by with a lot of 
| free publicity and no advertising, he is merely courting a 
| mass attack of similar nature from all merchants in the city 
| —with the natural result that most advertising will soon be 
| eliminated, and the paper forced into bankruptcy. 


Naturally, even though a bank is not a regular advertiser 
in a paper, no editor will turn down a story from it that has 
real news value. However, it is foolish, very unfair, and 
usually useless to bombard an editor with mere publicity if 
the bank never spends a penny for advertising with him. 

The second phase of the wrong attitude which accounts 
for many banks getting less news coverage than they deserve 
is a position taken by many bankers. Because they advertise 
regularly in the local newspaper they confidently expect the 
editor to use any news story they send in—regardless of its 


| real news value. This has a triply unfavorable reaction. First, 
| an uninteresting item—especially one which is, very obvi- 
| ously, merely a “plug” for some bank—brings about a 


certain amount of distaste, even disgust, for the entire 


| newspaper in the average reader’s mind. This lessens reader 


interest in the news columns, and even in the adver- 
tisers’ messages in that paper. Secondly, such an item does 
little if any good for the bank. In fact, it is apt to do more 
harm than good, for the public is quick to recognize and 
resent such obvious propaganda. People don’t like that sort 
of advertising shoved down their throats or forced to their 
attention under the guise of news. Lastly, a constant bom- 
bardment of the editor with such news-valueless material 
will tire him to the point where his natural reaction is to look 
at anything the bank may send him with suspicion—if he 
looks at it at all. 

Of course, no editor worthy of the name will use uninter- 
esting news items, even to retain advertising in the pages of 


_ his paper. And he should be commended, not condemned, 


for this. Such an attitude on his part is just as good for the 
advertisers as for the readers and the paper itself. By carry- 


| ing only real news in his paper, the editor makes more certain 


of reader interest—not only in the news columns but in the 


_| | paid advertisements. 


The main thing to remember, if you desire publicity for 


your bank, is to send only really interesting news items to 
BANKING 
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By R. E. DOAN 


AIR CONDITIONED BY 
CARBONDALE 


your paper. And it is here that many bankers fail—for they | 


lack a feeling for news values, a “nose for news’’. 
A stockholders’ meeting, an enlargement of the bank’s 
quarters, a reduction or increase in interest rates, a declara- 


tion of dividend, retirement of R.F.C. preferred stock—to | 


the average banker these and a few similar stock subjects 
comprise the extent of material for news items about his 
bank. In most cases such items are worth a few lines in a 
newspaper, but by no means are they all that a bank has in 
the way of news, nor are they always the most effective 
publicity items. The banker should realize that most sub- 
iects of this nature are of interest only to a limited number 
of readers. Consequently, even though they should, and 
generally do, find a place in the paper, they will not be given 


very good position or much space. Neither will they be 


widely read. 


People are interested in people and in subjects of general | | 
human interest, and it is up to the banker to cultivate a | j 
news sense in his bank, and the knack of presenting that | 


news in an interesting manner, if he is to gain good position | 


and wide reader interest for his bank’s publicity. 


The promotion of someone in the bank can be made a | 
really interesting item and get some space by the use of a | 
photograph of the person and a few of the more interesting | 
details of his career, education, club affiliations, hobbies, | 
etc. An address made by one of the officers before some civic | 


group can be made news in many cases by pointing it up and 


bringing out the news angles; the marriage of an officer or | 
employee, the election of an officer or employee to official 

capacity in a local or national club or association, a personal | 
achievement by some member of the organization, details | 
regarding unusual hobbies—these and countless other sub- | 
jects can be made into news items or features which any | 


editor will be eager to get if they are handled well. 


DON’T OVERLOOK RADIO 


AS to receptive media, most bankers remember the local | 
papers, regional magazines, etc., but frequently overlook | 


radio. It will generally be found that local broadcasting 
stations will cordially welcome news items from your bank, 
for in many cases their reportorial staffs are not as large as 


those of the daily papers, and they therefore have need for | 


items of a truly local and interesting nature. 


In the national field, which is also often overlooked, a | 
glance through the pages of various large New York City | 
newspapers, national financial papers and many national | 


banking magazines will show that these pages are always 
open to items of real general interest. The financial pages of 


New York papers frequently carry news stories regarding | 


banks throughout the country, and the national banking 
papers and magazines are always seeking real news-interest 
stories of banks everywhere. Naturally, a story of merely 
local interest would be wasted if sent to any national publi- 
cation. However, many of the things which occur in any 
bank—many innovations in service and many thoughts 
contained in public addresses—are worthy of ‘national cir- 
culation. They will get it if they are brought to the attention 
of the right publications and with the right presentation. 
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Buitalo Savings Bank 
HE 90-ton Carbondale Air 


Conditioning Equipment in- 


stalled in this bank represents 
further recognition of the records 
established by Carbondale units... 
for reliable performance in meeting 
_ exacting conditions. 


Carbondale experts stand ready 
to confer with you, and to explain 
the new and better Carbondale 
features, without obligation. 


CARBONDALE 


DIVISION 
WORTHINGTON PUMP AND MACHINERY CORPORATION 
General Offices: HARRISON, NEW JERSEY 


Offices and Representatives in Principal Cities 


CARBONDALE 


CA7-26 
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EMBERS of the Financial Adver- 

tisers Association have received 
from Preston E. Reed, the association’s 
executive vice-president, copies of a 
folder “Let’s Have Sense as Well as 
Dollars in Annual Reports”, by Donald 
Despain, a Chicago public relations 
counsel. 

Mr. Despain’s point is that corpora- 
tion earnings statements, as they are 
usually released, tell only half the story. 

“Why,” he asks, “tell only what 


COMMERCIAL ¢ CHECKING 


hand at 


Payrolls Are News, Too 


stockholders were paid and nothing 
about the huge sums paid to employ- 
ees?” 

Newspaper headlines announce that 
such-and-such a company reports the 
largest profit in its history, so much a 
share on the stock compared with a 
smaller amount the previous year. 

“Those headlines,” observes Mr. 
Despain, “tonight, tomorrow night, and 
for many nights will be waved and 
read and quoted from platforms in 


SAVINGS e TRUSTS 


the throttle.” 


The modern railway locomotive reaches a high degree 


of mechanical perfection, of safety, of operating effi- 


ciency. But its effectiveness in drawing a train—safely 


and on schedule—depends finally upon a human 


hand at the throttle, human eyes upon the block sig- 


nals, human thinking at every click of the rail joints. 


A bank, also, may have every known facility to 


perform modern banking service—yet behind every 


function it performs is a person, a human being — 


upon whose intelligence and competence and courtesy 


finally rests the effectiveness of the bank’s service to 


its customers. We’d like to have you meet some of 


these people the next time you’re in town. 


LAURANCE ARMOUR 
President 


AMERICAN NATIONAL BANK 


AND TRUST COMPANY 
of Chicago 


LA SALLE STREET 


AT WASHINGTON 


Member Federe! Deposit Insurance Corporation 


strike headquarters and worker meet- 
ings as proof—positive proof—that 
‘you should strike’, that ‘you are not 
getting your share’, that ‘all the cap. 
italist thinks about is profit, not worker 
welfare’, that ‘the rich are getting 
richer and the poor poorer’. 

“Why? Because the truth has only 
been half told. The most important part 
of the report has been omitted, the best 
feature of the announcement buried, 
This is an era of powerful psychological 
reaction. Mass psychology rules. People 


) aren’t thinking, they aren’t searching 


behind the headlines for facts. They 
read what they see and hear what 


| they’re told. 


“Why not, in this era of mass hys- 
teria, tell them all the truth about 
corporation affairs and operations. Why 
play into the hands of the agitator and 
spell-binder by putting super-emphasis 
on profits? Why not put equal emphasis 
and devote equal headlines to wages 
paid? 


THE PLACE FOR EMPHASIS 


MANAGERS of corporation publicity 
and directors of industrial and public 
relations have a real opportunity here 
and a constructive job to perform. The 
press would and will cooperate if those 
announcing the news to the press and 
the public would present the reports 
with emphasis where it belongs and 
insist upon the emphasis being kept 
there. 

“Tf report after report appearing in 
newspapers day after day, month after 
month, could be advertising the fact 
that 60, 65 or 70 per cent of gross income 
of corporations was paid to workers in 
wages, instead of dollars per share to 
stockholders, we would soon create 
different impressions and a more healthy 
kind of thinking and public attitude 


| toward business institutions.” 


In calling attention to the folder, Mr. 
Reed wrote to the members: “ Perhaps 
the inference might also be made that 
publicizing the fact that banks are de- 
claring extra dividends on bank stocks 
should be looked at carefully before too 
much publicity and agitation is started. 
Also, an over-emphasis on increasing 
deposits, unless explained in publicity 
items, might be considered by the man 
on the street as a sign of increasing 
profits for the bankers. Of course, they 
know nothing about how a bank makes 
money. As long as it has a lot of deposits 
they think there is some mysterious way 
profits can be made from them.” 
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Embezzlement by Women 


HE United States Fidelity and 
Guaranty Company of Baltimore, 
which early this year published a study 
the case histories of 1,001 embezzlers 
see January BANKING), recently com- 
oh an inquiry into embezzlement 
among business women. Cases of 400 
women employees who took $1,293,- 
201.49 were examined. 

“ Although the motives impelling the 
male employee and the female em- 
ployee to embezzle may differ some- 
what in form,” says E. Asbury Davis, 
president of the Company, “they are 
substantially similar, and the opinion 

would seem to be confirmed that neither 
sex has a monopoly on honesty or dis- 
honesty.” 

Of the 400 women, 191 were married, 
139 were single, 44 were widowed, and 
26 were divorced or separated. One 
hundred seventy-nine embezzled for the 
benefit of others, at least in part. Drink, 
gambling and speculation were minor 
causative factors. Approximately one in 
every 10 absconded before or when the 
stealing came to light. There were many 
instances of collusion but few of suicide. 
So far as ascertainable, none of the 400 
had a college education. The average 
age was 35.5 years. 

As to type of employment, the case 
histories fall into five general divisions: 
mercantile establishments, 239 cases; 
banks, 41; public offices, 22; post offices, 
35; fraternal societies, 63. Amounts less 
than $1,000 were taken by 263 of the 
women; 123 were between $5,000 and 
$10,000; 15 were more than $10,000 but 
less than $50,000. One woman in public 
office defaulted to the extent of $145,- 
000 and a business woman took a quar- 
ter of a million. Nearly one-quarter of 
the women—22.5 per cent—apparently 
did not need to work, as husbands or 
families seemed able to support them. 

The 400 were mostly employees with 
long periods of service, the average be- 
ing 5.38 years. One woman had served 
47 years; one a single day. The period in 
which the embezzling took place aver- 
aged a year or two. Many faced with 
emergencies embezzled over a short 
period and then spent several years 
vainly trying to replace the money. 

“Practically the same conclusions 
can be drawn in this study as in the 
Study of 1,001 embezzlers,” the com- 
pany reports. “For the most part these 
women embezzlers had clean records in 
previous employment, had previously 
resisted temptation, had intelligence 
and ability, and had followed the habits 
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of normal living well into middle life. 
Certainly they were not of the criminal 
type, only one having a truly criminal 
history. 

“Tt seems fair to repeat that em- 
ployees, whether men or women, up to 
the point where they ‘dip into the till’ 
are honest. They consider that they are 
not stealing, but that they are borrow- 
ing for a real or fancied need and have 
every intention of paying it back. 

“No doubt those who became em- 


bezzlers had a greater tendency toward 
dishonesty than those who remained 
honest. Still, under more favorable cir- 
cumstances, and with better safeguards, 
they might have remained honest. 

“Embezzling does not appear to be 
peculiar to either sex. But pure selfish- 
ness would seem to motivate women 
less often. Certainly many of these 400 
followed the behest of their emotions 
and defrauded their employers that 
others might benefit.” 


His policies are 
Ne On a44e4iable 


TO FEEL 
SECURE 


In tune with Nature he relaxes, 
his peace of mind undisturbed by 
the busy world. Hazards aplenty 
threaten his property—yet he has 
no cause for concern For behind 
all he owns is wort -proof insur- 
ance in monnel, “old line” 
stock companies like Fireman's 
Fund. e If you want your pre- 
miums to buy an “investment in 
certainty’ rather than a “partner- 
ship in risk” insist on non-assess- 
able insurance with the proven 
Strength, Permanence and Stabil- 
ity of such companies as Fireman's 
Fund behind it. Then come what 
may, your policies will be a/ways 
worth par when misfortune strikes. 


Over 11,000 Agents 


His insutance in a 
company of the 
REMAN FUND 
Firemans Fund Insurance Company ~ Occidental Insurance Company 

Ti 


Home Tire pany 
remans Fund Indemnity Company ~ Occidental Indemnity Company 


New York Chicago 


SAN FRANCISCO 


farine Insurance Com, 


Boston Atlanta 


Fire Automobile Marine Casualty Fidelity + Surety 
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INSURANCE 


SINCE 
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Are You Posted 


on this New Basis 
for Bank Loans 


Maybe it’s the answer to some of the 


loan applications on your 


desk right now 


You’re no doubt familiar with field 
warehousing as the credit basis for financ- 
ing a large part of the pack for the canners 
— but do you know field warehousing as 
an equally sound basis for loans on raw | 
materials or completed mechandise, where | 
the usual yard sticks covering collateral do | 
not seem adequate. 

Douglas-Guardian, with twelve strategically lo- 
cated offices, can speedily set up a field warehouse | 
wherever inventory to be used as a credit basis is 
located. Any inventory will qualify that is reasonably | 


non- pecienabie, and capable of being segregated | 
and identifi 

uglas- Guardian has had many years of practical | 
experience in this field, and is thoroughly familiar 
with every detail of this modern form of financing. 
We are working with hundreds of the country’s 
soundest bankers. We offer every facility for the | 
legal and accurate transaction of any type of field | 
warehousing under competent management. | 

hy not get in touch with us and secure further | 
details on any specific credit situations that are con- 
fronting you — or at least write for our new booklet, 
which is a liberal education on field warehousing in 
time-saving form. 


Glad to mail you 
Sree copy of our Book 


It answers the questions that arise in connection 
with your use of this modern method of financing. 


Points out pitfalls to avoid. Gladly sent without cost 
or obligation. 


DOUGLAS-GUARDIAN 
Warehouse Corporation 
Nation-Wide Warehousing Service 


Chicago, III. 
100 W. Monroe St. | 


New Orleans, La. 
118 N. Front St. 


jew York, N. Y. Tampa, F 
Dallas, Tex. Cleveland, hic 
Rochester, N. Y. Easton 
Los Cal. Memphis, Tenn. | 
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This Month’s 
Authors 


OHN H. FrepERIcK (How to Judge 
Warehouse Receipts, p. 20) is assist- 
ant professor of marketing at the 
Wharton School of Finance and Com- 
merce, University of Pennsylvania. 

F. BrapsHAw Makin (Post-Gold 


| England, p. 21), who is a Fellow of the 
| Royal 
| several contributions to BANKING in 


Economic Society, has made 


| recent months. | 
STEPHEN Leacock (The Economic 
Functions of a Bank, p. 22) writes | 
books and articles, heads the Depart- | 
ment of Political Economy at McGill 
| University, and, for recreation, says 


Who’s Who, does some fishing, car- 
pentering and gardening. 


Bancrort MITCHELL (Legal Invest- 
ment Standards Plus, p. 24) of the City | 
| Bank Farmers Trust Company, 
| York, is a Graduate School of Banking | 


New 


student. 
E. S. WooLttey (Deposits Up but 


Not Profits, p. 25) is a bank analyst | 


and a regular contributor of articles on 
management problems. 

Rosert H. Myers (How Indiana | 
Researched, p. 26), vice-president — 
the Merchants National Bank, Muncie, 


Indiana, is also chairman of the re- 
search committee, Indiana | 
Association. 


EucengE P. Gum (The Farmer’s | 


| Banker, p. 27) is secretary of the Okla- | 


homa Bankers Association. 
THEODORE HENRIQUES (Saving on 


| Savings Accounts, p. 28) is associated | 


with the comptroller’s department of 


the Chase National Bank, New York | 


City. 

J. W. Mitter (Budgetary Control for 
Small Banks, p. 30) holds the position 
of assistant auditor at the Fort Wayne 


| (Indiana) National Bank. 


GEORGE E. ANDERSON (Social Secur- 
ity and Bonds, p. 32) is a Washington 


observer of business, banking and public | 


affairs. 
Frep F. McLerrtan (The Stock 


| Transfer Maze, p. 68) resides in Cam- 
| bridge, Massachusetts, where he is stock 
transfer consultant at the Harvard 


Trust Company. 

A. E. AmBrosE (The Ambiguous 
Letter of Credit, p. 70) is connected 
with Barclays Bank, Ltd., New York. 


R. E. Doan (What Local Bank News | | 


Is, p. 74), former director of public rela- 


| tions, The Denver National Bank, is 
now on a world cruise. 


| 
| 


COLLECTION 
are LONGER 


Delayed collections can be costly. 
Especially is this true in Texas and sur- 
rounding states where towns are often 
separated by distances larger than all 
the New England States. @ Direct con- 
nections with a large number of Texas 
points enable us to overcome such dis- 
tances and delays with quick response 
from our correspondents blanketing 
the entire Southwest. ® Save time— 
route your items to The Fort Worth 
National Bank — your logical South- 
western collection agency. 


Fort WoRTH 
NATIONAL 
BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORP 
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The Industrial Hub of America comprises 

but 10 per cent of the country’s land area. 

In it reside 28 per cent of U. S. families. 
Yet in this Great Lakes region occurs two thirds of 
the heavy industry manufacturing; and two fifths of 
all the manufacturing of the nation. 

The Great Lakes themselves are the basic reason 
for the: concentration of industrial activity in this 
section — providing the cheapest medium in the 
world for moving freight. They make for the low cost 
of American steel. 

Central National Bank was a Great Lakes bank 
before the Mesabi Range ore deposits were opened 
in 1892. Likewise today it is able to interpret this 
region to the benefit of its customers and 


correspondent banks. 
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A HEDGE FOR 


Human Hazards 


Operating statements and balance sheets take no account of human 
hazards; yet overnight, losses due to the dishonesty of trusted off- 
cers and employees may suddenly crumple the foundation of sound 
credit and seriously impair the borrower’s capacity to repay. 
Because such hazards involve the human element, no gauge can be 
set, no audit made, to predict the risk. Only by insisting that your 
customers hedge such risks with fidelity protection, just as physical 
assets are covered by fire insurance, can safeguards be maintained 
against fraud and embezzlement. 

When you extend credit to a company, you have a right to know that 
inadequate fidelity coverage is not subjecting your bank’s funds to 
needless hazards. Your best safeguard is advising customers to seek this 
protection through the FD, a pioneer company in the bonding field. 


The F&D representative in your community will be 
glad to confer with you regarding any such problem. 


FIDELITY, SURETY | BURGLARY, ROBBERY 
AND BANKERS BLANKET BONDS FORGERY AND GLASS INSURANCE 


FIDELITY AND DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 
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Industrial Statesmanship 


ee must be a return to the orderly processes of gov- 
ernment and the re-establishment of law and order. All 
the lessons of history teach that where property rights be- 
come impaired and ignored, human rights soon after are 
obliterated. Labor, above every other group in the com- 
munity, has the most to fear and the least to gain from the 
whims and caprices of those who hold themselves above the 


On the other hand, we must recognize labor’s right to bar- 

gain collectively for satisfactory working conditions and for 
fair rewards for services rendered. We must recognize and 
defend also labor’s right to strike as a weapon of last resort, 
although due account should also be taken of the rights of 
others and the interests of the public welfare. The protection 
of this public interest is paramount and must be protected 
by law. 
"When individual businesses developed into corporations 
and these corporations grew more far-reaching and more 
powerful, the effects of their decisions were magnified in the 
way they affected the public interest. It therefore became 
necessary through legislation and governmental adminis- 
tration to establish both their privileges and their duties 
and responsibilities. 

As labor organizations grow in numbers, and power and 
influence, it is equally essential that responsibility be fixed 
and curbs be provided against the arbitrary use of that 
power in ways that are inimical to the general welfare. Also, 
now that the right to collective bargaining is incorporated in 
our statutes, it must take place between responsible parties 
and be so limited that the public interest is protected, and 
that the inherent and constitutional rights of minorities are 
also protected. 

Labor leaders who have accomplished most for labor in 
this country have been those who have regarded their en- 
gagements with management with the same sense of respon- 
sibility that honorable people have towards private con- 
tracts. Just as management of a large corporation is respon- 
sible for the acts of its agents, so must labor leaders accept 
responsibility for the acts of their agents. This calls for disci- 
pline among the ranks of labor commensurate with the new 
and larger responsibilities which labor has assumed and 
which the law has given to labor. 


It is up to both labor and management to see to it in more 
effective ways than have already been adopted that the re- 
spective contributions which labor and capital and manage- 
ment make to a business are understood and recognized. 
Business cannot exist without labor, labor cannot have jobs 
without business. It is the duty of management to organize 
and coordinate the reciprocal services which both capital and 
labor contribute to business enterprise, and there is a wide 
field and a great opportunity here for management and labor 
to progress through enlightenment and understanding of the 
respective duties and obligations incumbent upon both 
capital and labor. 

Where thousands of men are engaged in industrial opera- 
tions, differences of opinion are inevitable. What we need is a 
disposition on the part of industry and labor to see the other 
fellow’s point of view, to welcome the services of competent, 
impartial mediators in helping to bring that about. 

There is an opportunity here for government to perform 
an important function in industrial relations. In this sense 
there is need for an approach to this problem on the part of 
government in a wholly unbiased frame of mind, with the 
public interest as the paramount consideration and not the 
cause of either party to a dispute as the determining factor. 
I think we have to revise somewhat the traditional govern- 
mental attitude and machinery in mediating labor disputes. 
Mediation, in my judgment, calls for the highest type of un- 
biased and public-spirited service. 

People in this country can be trusted to arrive at sound 
conclusions when they know the facts. 

Let us have an arrangement whereby a fact-finding agency 
may be called into a dispute, be competent to arrive at the 
facts, be impartial in the presentation of these facts to the 
public, and then let us have what I would call a cooling-off 
period, during which the public can make up its mind and 
the disputing parties can perhaps gain a calmer view of their 
difficulties. 

These simple principles, it seems to me, are thoroughly 
practicable. I am optimist enough to believe, too, that with 
such a statesmanlike approach to industrial relations, much 
of our difficulty will disappear—P. W. LitcuF1etp, Presi- 
dent, Goodyear Tire & Rubber Company, before the 
CHAMBER OF COMMERCE OF THE UNITED STATES. 


Don’t Blow on the Thermometer 


ASOOND currency should be maintained and should be 
left alone, since a good currency is like a thermometer; 
it records the health of business. There is no more reason 
for attempting to improve business by artificially increasing 
the currency supply than there is for supposing that one 
will make the weather warmer when one forces up the 
mercury column in the thermometer. If a government 
wishes to aid business recovery, its efforts should be directed 
toward encouraging and helping producers, not toward 
blowing hot air, in the form of an inflated currency, on the 
thermometer of business conditions. 
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An unsound currency can be a causal factor just as the 
reading of a broken or disturbed thermometer may excite 
a person and lead him to make wrong assumptions and to do 
unwise things. But such a causal factor is a disturbing one, 
and it leads to unhappy consequences. It does not facilitate 
or lead to a sound recovery. 

The things needed today, in so far as desirable control 
of our deposit and note currencies is concerned, are these: 
(1) a balanced Federal budget effected through the reduction 
of expenditures; (2) a Federal Reserve System freed from 
Government domination; (3) the proper use of the Federal 
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Reserve System’s instruments of credit control; (4) a de- 
termination on the part of the Government to let the prices 
of its securities find their natural level; (5) a return to a 
gold standard at the present weight of the dollar; (6) next 
should follow the dissolution of the Treasury’s Stabilization 
Fund and the assignment of its functions to the Federal 
Open Market Committee; (7) a repeal of the Thomas 
Inflation Amendment and the Silver Purchase Act; (8) 
a cessation by the Federal Administration and Congress of 
their attempts to direct production, to fix prices, to force 
prices to a preconceived level, to go into business, to harrass 
and to coerce legitimate enterprise, and to run everything 
which happens to come within their purview; and (9) a 
renewed recognition of the fact that the principles of money 
and banking which have been derived from long experience 
are more valuable guides to sound money and banking 
policies than are will-o’-the-wisp notions that lead hither 
and thither, and clash with one another and with the tested 
principles derived from long experience. 

Finally, let it be remarked that the commercial bankers 


HE 20 post-war years have shown that war does not 

settle the accounts; there is a balance brought forward. 
When an emancipation is achieved a new slavery may 
begin. 

Freedom for the common men, which was to have been 
the fruit of victory, is once more in jeopardy, because it 
has been taken away from the common men in other lands. 

You may attempt to explain these 20 years in terms of 
economics or in terms of politics; some see only the one and 
some only the other. Some blame the treaty, some the 
banker, some the statesmen, some the diplomats. Some 
simplify the causes of the tragedy and make scapegoats of 
some half dozen prominent figures on the European stage. 

But what is clear is: that today Europe is neither at war 
nor at peace, but stands at armed attention. For every sol- 
dier who died at the front another is taking his place; for 
every ship sent to the bottom of the sea another rides the 
waves, and for every airplane brought down to earth twenty 
new ones sail the skies. And that in itself is a sufficiently 
melancholy, devastating reply to all the efforts of the lovers 
of peace. 

But what is worse than this, peace in some quarters is 
proclaimed as a bad dream and war is glorified as an ideal for 
rational men. As long as the British Empire lasts we will 
raise our voice against these false gods. 


| bs is not enough for the bankers of the country to say 
that the granting of credit must be restored to private 
instrumentalities and that phase of the Government’s 
business relinquished. It is their obligation to do the job and 
to begin now. 


No Divine Right of States 


Action Speaks Louder 


of this country carry a great responsibility on their shoulders 
which they should not hesitate to assume. Their business jg 
affected with a great public interest; therefore they must 
keep ample reserves against their deposits, and make no 
loans or investments that will not liquidate themselves under 
highly adverse conditions. By doing this they avoid inflating 
their deposits and at the same time they fulfill their appro- 
priate functions in enabling their customers to expand and 
retire deposit and note currencies according to their needs, 

Then the bankers might do well to recognize the fact that 
being bankers they have unusually important responsibili- 
ties to meet as citizens. And I think it may safely be said 
that their responsibilities, both as bankers and as useful 
citizens, require that they should make themselves heard 
and that they should endeavor to correct popular error 
regarding their proper functions and performance when error, 
misunderstanding, and indiscriminate abuse of bankers as a 
class are today so sadly in need of correction.—WaAtter E, 
SPAHR, Professor of Economics, New York University, 
before the CALIFORNIA BANKERS ASSOCIATION. 


Let me in this, the last speech I shall make before a great 
audience as Prime Minister of this country, proclaim my 
faith, which is the faith of millions of all races from end to 
end of the British Empire: 

Here we have ceased to be an island, but we are still an 
empire. And what is her secret? Freedom, ordered freedom 
within the law, with force in the background and not in the 
foreground; a society in which authority and freedom are 
blended in due proportions, in which State and citizen are 
both ends and means. An Empire, organized for peace and 
for the free development of the individual in and through 
an infinite variety of voluntary associations that neither 
defy the State nor its rulers. 

The old doctrine of the Divine Right of Kings has gone, 
but we have no intention of erecting in its place a new doctrine 
of the Divine Right of States, for no state that ever was is 
worthy of a free man’s worship. 

The brotherhood of man today is often denied and derided 
and called foolishness, but it is in fact one of the foolish 
things in the world which God has chosen to confound the 
wise and the world is confounded by daily. We may evade 
it; we may deny it, but we shall find no rest for ourselves 
nor the world until we acknowledge it as the ultimate wis- 
dom.—STANLEY BALpwin before members of the Yourt# 
OF THE EmprrE MOveEMENT, London. 


The Home Owners’ Loan Corporation can no longer take 
on new loans. The Reconstruction Finance Corporation, 
with its subsidiaries, is approaching the time when it must 
stop taking on new business. Are we going to stand by and 
let the life of the R.F.C. be extended year after year, with 
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no effective protest? Let us not only aid them in orderly 
liquidation, but lend every reasonable assistance to the end 
that there will be no need for the enactment of any legisla- 
tion that will grant them the right to solicit additional 

ns. 
eo Land banks, Federal Intermediate Credit banks, 
and Production Credit associations being set up as perma- 
nent organizations will continue to extend their facilities 
just in proportion to the quantity and quality of sound credit 
service rendered to worthy farmers by the commercial 
banks of this country. As aggressive banks and intelligent 
bankers let us assist the agencies of the Farm Credit Ad- 
ministration to limit themselves to their main job which 
Governor Myers says is to supplement rather than supplant 
existing private sources of credit. 

Bankers should have a very definite interest in the ques- 
tion of which of these agencies—H.O.L.C., R.F.C., Federal 


Land banks, Intermediate Credit banks, Production Credit 
associations—and which activities of such agencies, shall 
become permanent. Accordingly, they might well give in- 
creasing attention to the particular credit fields served by 
these agencies, with a view to seeing that their activities are 
properly circumscribed—the goal, of course, being the pro- 
tection of those credit fields which should be reserved to the 
banking institutions. 

The present situation is a challenge to the best thought of 
the bankers of America, one that calls for intelligent and 
aggressive action on their part for an inculcation in the 
public mind of a conviction that independent chartered 
banking does occupy an essential place in the credit structure 
and that its place cannot be so well served by any agencies 
other than our private banking system.—A. G. Brown, 
President, Ohio Citizens Trust Company, Toledo, before the 
TENNESSEE BANKERS ASSOCIATION. 


Grub Stakes for Enterprise 


UPPOSE that every stimulator of business were to throw 

down his sample case, every executive give up his com- 
mand, every promotion man lose his faith. Suppose those 
dogged pluggers for insurance decided not to take us at our 
word, not to “come in again”. Suppose all the brisk evangels 
of all the good things of life called it a day and quit the 
country cold—there you would have deflation with a venge- 
ance. The famed American standard of living would collapse, 
like the purely artificial thing it is. That hoary old fraud 
“demand” would fade out with all the celerity and com- 
pleteness of a movie eclipse of the sun. 

We need to convince the demagogic firebrand and the 
legislative cure-all, the thoughtless and the skeptic, that 
$26,000,000,000 worth of goods were not sold at retail last 
year by mere order-taking. The simple fact is that the 
United States is kept a going concern through the inde- 
structible spirit of its ambassadors of the more abundant 
life. Writers may write, speakers may speak, illustrators 
may illustrate, and politicians may promise, but when the 
more abundant life is brought, you will find that it will be 
brought by these business ambassadors, the pioneers of new 
things. 

The greatest cause of concern today, in my judgment, is 
that, in minimizing the courage and enthusiasm necessary 
to create and develop new wealth-producing enterprises, we 
are turning over this necessary job to political agencies. 
This is disturbing for two reasons. In the first place the job 
of stimulating business activity and raising standards of 
living can best be done by those who have been endowed 
with peculiar qualities. The simulation to increased business 
activity comes from a little group of men who have been 
given, no one knows why, distinct ability in this field. We 
recognize a peculiar ability in other fields. 

We recognize that a Will Rogers is an entertainer par 
excellence. We give him a million dollars a year and are 
rather proud that Will Rogers can have a million dollars a 
year. The Mayo brothers in Rochester—we recognize their 
peculiar ability in the surgical field. We recognize a Sargent 
who can paiiut a portrait better than anyone else can. We do 
hot recognize the Walter Chrysler from the little machine 
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shop out in Ellis, Kansas, who likewise was given an ability, 
not to paint, not to play the violin as Fritz Kreisler plays it, 
but that ability to anticipate our wants, our desires, that 
ability to get around him friends who will believe in him and 
arrange for the financing of a new model, for the ware- 
housing and insuring and selling and distributing of that 
thing only today born in his mind. 

Here is the strange paradox that we meet today. Formerly 
the pictures of those enterprisers appeared in the success 
magazines. We held them up to our children as models and 
we said, “Get out and do something in the world, as these 
men have done.” But in recent years we have come to feel 
that that form of peculiar ability is something to be ashamed 
of. There is a tendency today to substitute political agencies 
for those who in the past have motivated and stimulated 
trade. 

Secondly, never, since the world began, has a political 
agency anywhere ever created or developed a single wealth- 
producing enterprise that makes for the continuous em- 
ployment of men. That sounds like a pretty strong state- 
ment, but I assure you it is a fact. Walk down the street 
with me. Those telephone wires, those telegraph poles, that 
truck delivering coal, that radio aerial overhead, that air- 
plane, that automobile, that power plant, that street railway 
system, that railroad system, anything in the industrial field, 
you will find that it came from “We, the People—”’, from 
the voluntary cooperation, spurred on by enterprisers, that 
has made these wealth-producing enterprises. 

The bank came from the development of the jeweler who 
safeguarded his customers’ cash. The insurance company 
came about by the pooling of risks by traders themselves. 
The waterworks under this city (New York) were conceived 
by individuals who gathered together the money and put the 
waterworks there until municipalities took them over. And 
if you point to the post office, let me remind you that in 
Great Britain and America the collection and distribution 
of mail was first pioneered by individuals working with free 
capital provided by individuals, and not allocated by politi- 
cal agencies. 

The reason why a political agency has never been able to 
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do these things has already been indicated. It could not 
stand up against the popular resentment of taking tax 
money to promote and develop “crazy ideas”. A political 
agency could not pick out of the hundred thousand new 
things those half dozen or so which turn out to be great 
enterprises, because, after all, many are called but few are 
chosen. With this record in mind the public en masse can do 
a better job of choosing than any political agency. 


Never Mind 


AFETY of investment rather than large dividend returns 
should attract investors to the ownership of bank stock. 
If one is concerned primarily with making “big money”, 
other lines of business endeavor will normally offer larger 
returns. The hope of making large returns introduces, of 
necessity, the element of chance. It promotes a desire for 
big volume with its often attendant cases of indigestion. 
Bank management’s objective should not be centered on 
having the biggest institution in town, but rather on having 
the best bank that honest purpose and intelligent effort 
can produce. To “outstrip the Jones” has no place in bank- 
ing philosophy. 

Furthermore, those who would enter the employ of bank 
stockholders should regard the service as a professional 
career—a profession in which thrift is a crowning virtue but 
greed a gnawing vice. It follows therefore that banks should 
be officered by professionally trained men, specialists if you 
please, with a professional attitude of service as distinguished 
from the attitude of the executive in other lines of business 
who properly seeks to obtain the largest possible dollar 
return for the application of his talents and abilities. Bank 
officers should be adequately compensated so that they do 
not need to dissipate their energies and capacities in efforts 
“to make money on the side.” The past seven years have 
demonstrated that the idea of banking as a business oppor- 
tunity is passe for the bankers and fresh emphasis has been 
given to banking as a professional career. 

While this thought is intended for bank officers, it is 
equally applicable to the staff, which should be composed 
largely of men purposing to be professional bankers and to 
be in constant training in the philosophy and technique of 


ie seems clear that the recovery has now proceeded to the 
point where it has become desirable for industry to give 
serious consideration to the enlargement of productive facil- 
ities, to increasing its absorption of unemployed workers, to 
the training of skilled labor, and thus to the contribution to 
a more abundant life. 

Expansion programs in this managed recovery have had a 
relatively poor start. The depression was especially marked 
by the reduction in the output of durable and capital goods, 
by the deferring of maintenance programs, by the virtual 
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This Our First Managed Recovery 


We are perplexed today, for one thing, because with ay, 
evident prosperity there are still millions on public relief 
Perhaps it is because we have deflected the “free capital” 
from the use of individuals with “fool” ideas to political 
agencies. Perhaps we are denying our enterprising track 
layers and trail blazers their grub stake.-—MERLE Tuorps 
Editor, Nation’s Business, before THe AssoctaTeD Trarric 
CLUBS OF AMERICA. 


the Joneses 


banking, to the end that they may take their places in due 
time in the official family of the institution. 

That banking is a profession is an ideal, but one that would 
eliminate the problem of the “successful business man” who 
would round out his commercial career as an executive bank 
officer, a position for which he has not been specifically 
trained, and which all too often ends in trouble for the bank 
and its depositors. 

The directors should be men who are non-borrowers—cer- 
tainly non-borrowers from the institution which they have 
sworn to direct. Loans should not be made to officers and 
directors of the lending institution, or to other bank officers, 
if there is an implied “reciprocal trade agreement.” Officers 
and directors occupy fundamentally a trust relationship 
and they presumably cannot be said to exercise impartial 
judgment when they deal with or lend to themselves. Bor- 
rowing officers and directors lost the courage of leadership 
when the crisis came and they themselves were unable to 
repay their own borrowings. 

The morale and leadership of many institutions that have 
had trouble in the recent past have been broken down be- 
cause of the violation of this principle. This is a most vul- 
nerable point for the collapse of banking ideals. 

That stockholders should be more interested in the safety 
of their investments than in large dividend returns is ideal, 
but an ideal which should make adequate capitalization 
an easier task. This would also facilitate directors’ decisions 
not to declare dividends from earnings when earnings are 
needed for capital requirements.—BEN JOHNSON, Special 
Assistant to the R.F.C. Board of Directors, before the 
MARYLAND BANKERS ASSOCIATION. 


disappearance of new corporate capital flotations, and by 
extreme depression in construction of a capital goods na- 
ture. Some start has, however, already been made, and it is 
good to be able to observe it. 

The need for expansion, which in many instances involves 
the securing of new capital through the issuance of new 
bonds or stocks, makes the security markets of increasing 
importance to the recovery. 

From the point of view of the flow of capital into produc- 
tive enterprises, the maintenance of a broad and liquid mar- 
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ket for securities is, of course, essential. The issuance of new 
bonds and stocks in great volume by large scale enterprises 
is now essential, and may not with safety be long deferred if 
we are to avoid substantial price inflation. Such amounts 
of capital are mostly beyond the financial resources of small 
groups; and dependence must be placed upon the free funds 
of the nation’s saving classes if that essential capital is to be 
publicly raised. When our people subscribe to these new 
money securities business will gain many new partners. 

The point which frequently is not adequately emphasized 
is the importance of a continuously liquid security market as 
a prerequisite to the initial purchase of securities by the in- 
yestors. Funds available for investment are in large measure 
the surplus that people have left out of their incomes after 
paying their regular bills. Such funds are accumulated 
against future emergency or contingency, and must, from 
their owners’ viewpoint, be continuously available. If there 
is no readily available way of converting securities back into 
cash, not only when they are first purchased but always 
thereafter, the initial purchase tends to be precluded. 

More than a liquid security market is necessary, however, 
if our managed recovery is to develop into a well-balanced 
period of prosperity, rather than a period of undesirable 
price fluctuations. Probably the most helpful development 
would be a contraction in Government deficits. These defi- 
cits have been an important element in stimulating con- 
sumer dollar incomes. But incomes have now expanded— 
they have been expanding at the rate of about 10 per cent 


per year—to the point where their impact in commodity 
markets is serving to raise prices rather than to evoke fur- 
ther production. The clear need now is to find ways and 
means of enlarging production facilities, rather than in pro- 
viding further deficit-created unearned consumer incomes. 
Our problem is to see that “pump priming” does not raise 
the pressure to the point where there will be a bursting out 
into undesirable price changes. 

It should also be noted that as capital is disbursed in 
industries, in expansion programs or in the modernization of 
plant and equipment, the employment and income of work- 
ers in the capital goods industries will expand, thus making 
continued governmental deficits additionally dangerous. 

A definite transition has taken place in the fundamental 
nature of this, our first managed recovery. Until recently it 
has been primarily a consumers’ goods recovery financed 
chiefly out of the expansion of the public debt, and drawing 
upon existing productive facilities. If now it is to proceed 
further to a constructive way it will have to become in- 
creasingly a capital goods recovery based on the creation of 
new national wealth, that is, useful productive equipment. 
Already some progress has been made towards effectuating 
the transition. But the drastic and prolonged retrenchment 
of the long period of hard times behind us has built up urgent 
requirements for large scale replenishment and reconstruc- 
tion in the period that lies immediately ahead.—Cuar_es R. 
Gay, President, the New York Stock Exchange, before the 
ILLINOIS MANUFACTURERS Costs ASSOCIATION. 


Edueation’s Job 


— convinced that the high school and the college do not 
best fit a man for earning a living by placing all their em- 
phasis on the specific job for which the student wishes to be 
trained. I believe that it is not the function of the high 
school or college to teach the student the routine and the 
practical methods of the field in which he expects to engage. 
To borrow a word from my old friend, Benjamin M. An- 
derson, Jr., who gave an excellent address on this subject 
some years ago and who brought out forcefully a number of 
the points on which I wish to dwell, the practical curriculum 
is self-defeating. This kind of curriculum is not the best 
method of training good business men. 

I say this for a number of reasons. First is the fact that the 
high school and university are usually not able to do a good 
job of teaching the practical operating methods employed 
in any given line of business. The men and women on the 
faculty ordinarily have very little first hand contact with 
business, and they are unlikely to be familiar with detailed 
business organization and routine. 

In the second place, if the student is to study to any pur- 
pose the practical methods employed in some line of business, 
it becomes necessary for him to know during his days in 
school exactly what kind of work he is going to engage in 
after he leaves. Ordinarily, the student does not have this 
knowledge. He should not be expected to choose his voca- 
tion at such an early and inexperienced age. Strange things 
happen. The student of accounting may find himself in 
publicity work. A man who has been trained by his univer- 
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sity for a very special sort of work may find his knowledge 
valueless because the field he has chosen is overcrowded. 
I realize, of course, that no sort of knowledge is entirely 
without value, and that if a student who has specialized in 
banking practice finds himself employed at a newspaper copy 
desk, his banking training will nevertheless probably be 
of some limited use, but in such a case it is obvious that a 
broad education in political economy and history and litera- 
ture would be more valuable than highly specialized training 
in the mechanics of bank operation. 

In the third place, even if the student who has specialized 
in banking practice in school follows a banking career 
later, he will find that a knowledge of history and political 
economy and literature and the other basic subjects is 
extremely important in banking. I am firmly convinced that 
even if the high school and college do a good job of teaching 
the practice and routine of some particular line of business, 
which is usually not the case, and if the student who takes 
these courses actually works in the field for which he was 
trained, which is frequently not the case, nevertheless the 
graduate with this kind of training is in the long run less well 
equipped to earn his living than the student who has been 
well grounded in fundamentals. 

Emphasis on the practical aspects of a vocation precludes 
extensive training in fundamentals. The student with the 
practical training is by and large a narrow specialist. How- 
ever well versed he may be in his own field, his education 
will have given him no conception of how his work fits into the 
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entire pattern of his business or of the economic organization 
as a whole. His practical training will make him less eligible 
than the student with a firm grasp of fundamentals for 
advancement to a position requiring the ability to view in 
perspective several branches of endeavor. His training will 
not fit him to take a broad view of the complex problems 
confronting business men today. His shortsightedness may 
result in his making decisions of immediate benefit to his 
own organization but detrimental to society in general, and 
the point here is that in the long run such decisions will 
prove detrimental to his own organization as well. No one 
concern can prosper permanently at the expense of society 
as a whole. 

Our experience during the recent depression gives excel- 
lent point to these remarks. During the boom of the ’20s, 
colleges turned out students by the thousands with but little 
fundamental learning, equipped largely with what might be 
termed the tricks of the trade. Too many of the graduates 
were excellent purchasing agents, excellent traffic managers, 
excellent comptrollers, or excellent publicity men, but fa- 
tally ignorant outside their special fields. When the depres- 


sion hit us, many of these men were cut loose tragically 
and they found extreme difficulty in adjusting themselves 
to other lines. 

The job of the high schools and the universities is to pro. 
duce men and women trained to think, write and speak 
clearly, with a sound background of such fundamentals as 
economics and history and mathematics and science, so that 
they will understand basic principles. With a firm grasp of 
principles, they will know where to find any specific jp. 
formation they may require. 

It is true that when such a university graduate obtains a 
job he will need special knowledge bearing on the particular 
line of business in which he finds himself. I feel that the busi- 
ness community itself can and should furnish such informa- 
tion. I believe further that the business community can im- 
part this information in a very brief time, and with far 
greater effectiveness than the high school or university. 

In the field of banking, the American Institute of Banking 
is the solution to this phase of the educational problem — 
Tom K. Siru, President, American Bankers Association, 
before the AMERICAN INSTITUTE OF BANKING. 


A National Transportation Policy 


HE institutional investor does not wish to run the rail- 

ways. During many years he has sought to cooperate 
with the management and with railway labor in supporting 
sound policy and securing recognition in Congress and be- 
fore the Interstate Commerce Commission of the demon- 
strable needs of the carriers. 

He has been opposed to the unregulated competition of 
highway carriers. He has pointed out the folly of the unre- 
strained and subsidized competition of inland water ways. 
He has sponsored and paid for a comprehensive study of the 
railways’ affairs by a distinguished commission under the 
chairmanship of a practical minded ex-president of the 
United States. He has maintained an effective agency of re- 
search and public education in the form of the Railroad 
Security Owners’ Association. He is represented on com- 
mittees now engaged in attempting a just and sound re- 
organization of railways in bankruptcy. He is appreciative 
of the skill, energy, and resourcefulness of the executives and 
staffs of the railways that are managing many of the systems 
with notable success. 

But busy as he has been forced to be in railway matters, 
he neither desires nor feels competent to run the railways. 
Nor does the institutional railway investor have any ready 
formula for solving the remaining difficulties of the railways, 
nor any final judgment on a proper future policy to be 
agreed on and lived up to. But he has great faith in the 
capacity of American business men and competently led 
workers, such as are represented in the railway unions, to 
find solutions provided the public will give its support and 
confidence. No single element, neither investor, executive, 
labor, shipper nor government, by insisting on its own views, 
will accomplish what needs to be accomplished. 

We need to attain unity of action. A way of arriving at 
reasonable unity has been shown in the substitution of con- 
ference for coercion, either by appeal to courts or to Con- 
gress, in the recent agreement arrived at with respect to 
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railway pensions. That achievement is important not only 
in itself but as an illustration of method. It can not go into 
effect without Government sanction as most of the decisions 
affecting railway matters similarly require governmental 
approval of one sort or another. That is a state of affairs, 
desirable or undesirable, which exists, and at long last I 
suggest that we give up protesting against it as a permanent 
condition. 

There may yet be some advantage in the fact, knowing 
what we now know about the Constitution in its relation to 
business, that the railroads were the pioneer ward of a not- 
always-wise Government. 

Let us for a while be less concerned with how we have ar- 
rived where we are and more concerned as to how we may 
get the results we wish to attain, namely, a railway industry 
that will enjoy these five qualities: 

1. A favorable public opinion. 

2. Harmonious and cooperative employee relations. 

3. Fair treatment from its customers permitting of ade- 
quate earnings. 

4, Efficiency and progressiveness in management. 

5. An adequate supply of capital funds to keep abreast of 
the needs of the nation. 

As a sixth quality, not wholly an afterthought, I might 
add the blessings of a governmental policy settled at least for 
a reasonable period of years. 

To arrive at what I conceive to be this blessed state, I 
propose, as a first step, that a representative body of 10 
men be created by joint action of interested parties to frame 
a transportation policy for America. This body should be 
chosen by its constituencies and not selected by any indi- 
vidual, except, perhaps, those who would represent the Gov- 
ernment. It should consist of equal representation of execu- 
tives, investors, shippers, labor and government. It should 
be compensated for its services. It should be adequately 
staffed. It should be assured of cooperation from all sources. 
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It should be given ample time to arrive at its recommenda- 
tions. It should be commissioned to secure the adoption of 
its recommendations. 

I would gladly leave to the carriers themselves all the 
problems of their business. I do not wish to add to the bur- 
dens of the investor. We prefer golf to interference with other 
people’s business. But, in truth, this is our business. We find 
that it is the institutional investor who must take leadership 
jn reorganization. 


An objective, patient, long-time view must be had by all 
of us. This is of greatest importance in respect of the indus- 
try for which the defeatist is always ready to prescribe Gov- 
ernment ownership. Proof must be given that the private 
citizen in America can function more adequately in the 
management of business than Government appointees. The 
opportunity is here-——HENnry BRueERE, President, Bowery 
Savings Bank, New York, before THE ASSOCIATED TRAFFIC 
CLuBs OF AMERICA. 


Inflation Antitoxin 


[ seems to me that instead of saying that wild inflation 
might not come but probably will come, the sound view 
to take is that that kind of inflation might come but prob- 
ably will not come. In dealing with this question we must 
recognize that there are certain unsolved problems in the 
hands of the managers of currency. 

At the present time there are three or four very distinct 
problems that confront the money managers here and all 
over the world. I don’t know what solution they will give to 
these questions; hence there is a large element of uncer- 
tainty in drawing hard and fast conclusions about the out- 
look for the price level. But I would like just to suggest what 
these uncertainties are without trying to elaborate upon 
them or predict anything as to the inevitable solution. 

The first uncertainty has to do with the responsibility of 
managing the price level without having defined what the 
price level is, and that is the predicament we are in in this 
country today. Our currency managers have flatly an- 
nounced that they accept responsibility of managing the 
price level but they have never told us what price level. I 
think before the end of this year we may have an answer to 
that but as yet we have not been let into the secret of what 
the price level is to be. 

The second problem of the currency managers has to do 
with easy money. They are faced with the task of curbing a 
boom if, as and when a boom occurs, and yet at the same 
time sticking to easy money. Now in the whole history of 
the Anglo-Saxon type of banking system there never has 
been anyone before who has assumed you could curb a boom 
without having tight money. The thing to do to curb a boom 
was to raise the discount. The currency managers today 
have scrapped that tool of control. “Easy Money Forever” 
is the motto of the currency managers both in London and 
in Washington and it remains to be seen when we come to a 
test how you can curb a boom and still maintain easy money 
throughout the boom. 

The third problem has to do with gold. It is a mechanical, 
technical problem—how to maintain the price of $35 now 
and yet not have all the gold in the world dumped in your 
lap. I think the psychology of the gold prices has already 
been taken care of. The financial centers of the world have 
decided that the price of gold is going to drop but the time is 
uncertain. The currency managers have to worry about the 
details from this point on, the technicalities of it, but the 
financial centers of the world, I believe, have accepted the 
fate of a change in the price of gold. 

Finally, the currency managers are up against the problem 
of how to stop spending at the top of the cycle so that when 
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they next come to a down cycle they will have some fat left 
upon which to draw. Pump priming has been the rule of the 
past. Now we hear talk about economy, about cutting down 
on government expenditures, but we all recognize that 
economy is unpopular with the great mass of people and so 
currency managers, however good their intentions and how- 
ever desirous they may be of cutting down on spending at 
the top of the cycle, are up against a political force and it re- 
mains to be seen whether that political force can be kept 
under control or not. 

Let me try to draw these threads together in the way of a 
conclusion about the adequacy of inflation control. My con- 
tention would be that inflation controls are adequate to 
prevent a runaway inflation of commodity prices and that 
such a runaway inflation is a distinct improbability; that it 
is one of those things that has to be classed as a danger is 
true, but a fairly remote danger and an improbable danger. 
We are going through a period in the history of our economic 
affairs in which many experiments are being tried. There are 
many things that look very different to us. We are impressed 
every day by the novelties around us, but there is an old 
French saying which translated runs substantially as fol- 
lows: The more things seem to change the more they really 
stay just the way they were before. And I think if you 
examine the way in which the recovery cycle has operated 
up to the present time, you are bound to be impressed by 
the extent to which things remained just as they were. 

The business cycle function is the same today as it was 
in the Nineties; the laws of supply and demand function the 
same today as they did then; and there are a great many of 
these old fundamental forces which have not undergone 
change, even though there are certain superficial things 
which do appear to have been totally changed. 

In the field of commodity prices we are dealing with 
trends that are not merely economic but social; and a rising 
price trend builds up certain antidotes against an excessive 
runaway inflation. It is like certain types of disease which 
give the patient, after a little bit, a certain kind of immunity 
to that disease, and the experience we have had thus far 
with rising prices through the period of recovery seems to 
me to be heading toward a point where we get a revolt 
against the high cost of living and that revolt against the 
high cost of living will constitute a source of political pres- 
sure on Washington to make the controls of inflation ade- 
quate. I think the chances are reasonably good that they 
will do so.—LioneL D. Epr, President, Lionel D. Edie 
Company, New York, before the CHAMBER OF COMMERCE 
OF THE UNITED STATES. 
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N many of the financial, political and social innovations 
and experiments of the day, opinion differs radically. 
Some of them have been bad mistakes. A spirit of hostility 
to wealth which has been displayed in many of them was 
most unfortunate. But that the experiments would be tried 
was made absolutely inevitable, first by the economic, 
financial, commercial and social derangement of the great 
War, then by the shattering of the economic system, as a 
consequence of the War, in the great collapse of 1929 and 
the great depression which followed. 

It is a common saying that the old way of doing business, 
the old Wall Street, is gone forever. Perhaps it is, and per- 
haps it is best that it should have gone. The problem now is 
to adjust the Wall Street mechanism to the new conditions. 

The Wall Street methods and practices of 10, 20 or 30 
years ago, even those of 1929, could not in any case have 
returned. It was the elder Morgan who remarked as long 
ago as 1910 that the time was soon coming when business 


IHOSE who ask “Is inflation inevitable?” generally 
imagine that we have not already had it. As a matter of 
fact, we have had it ever since March 4, 1933! The level of 
wholesale prices has risen from a low in March 1933 of 
55 per cent of the 1926 level, as reckoned by my weekly 
index number, up to a level at present (early June) of 93. 
That is a tremendous inflation, a rise of 70 per cent. This 
inflation of our price level has been caused by an inflation of 
our chief circulating medium, deposits subject to check, which 
have risen from 14 billions in March 1933 to about 23 billions. 
Up to the present, inflation has been a benefit—merely 
the “‘reflation” necessary to counteract the previous defla- 
tion. It has pulled us out of the depression. But not much, 
if any, further inflation would be beneficial, and any great 
inflation would certainly be a great curse. 

Moreover, such further inflation is entirely preventable. 
Those who can prevent it, if they will—and I think they 
will—are Chairman Eccles, and his colleagues on the Federal 
Reserve Board, Secretary Morgenthau, President Roosevelt, 
and Congress. There are at least three important controls 
which, properly used, can go far to prevent undesired infla- 
tion: (1) open market operations whereby the Federal 


ONEY rouses less emotional interest and less of it is 
actually seen in a big industry than almost anywhere 

else on earth. It sometimes appears so low in the scale of 
usefulness that even were it physically present in heaps of 
silver and bills it would hardly rank in importance with a pile 
of coal or a dock full of ore. Industry can be conceived as 
going along without money but not without ore and coal. 
The only intelligent thrill one can extract from money is in 
considering its ceaseless flow and the good it effects in its 
course. It is like the stream that turns the mill wheel and 
passes on, and, as in nature the water returns again in rain, 
so in the economy of work the money returns to all who 


Hardy Capitalism 


Inflation 


The. Stream That Turns the Mill 


would have to be done with glass pockets. The Stock Ex. 
change itself has long been at work to prevent the return 
of the public-be-damned days of Wall Street tradition, 
The query put in the days of the high-handed and ill-fated 
New York Street Railway deal, ‘Who will guarantee the 
guarantor?”’, is in a way of being answered. 

But back of all this is the fact, which Wall Street now fully 
recognizes, that the break-down of capitalism, of which so 
much was said three or four years ago, is not destined to 
happen. Capitalism is a hardy plant; even its enemies have 
now learned that while the abuse of it may have aggravated 
an economic depression which was due to other causes, the 
sound working of the capital system has brought recovery 
from depression and resumption of the forward movement 
in impressive form, and after the familar interval of four or 
five years of readjustment.—ALEXANDER Dana Noyes, 
Financial Editor, The New York Times, before the New 
York FINANCIAL ADVERTISERS ASSOCIATION. 


Control 


Reserve System would sell securities and withdraw the 
proceeds from circulation; (2) raising discount rates of 
banks on the initiative of the Federal Reserve Board; (3) 
lowering the price of gold. 

These controls may not be sufficient, especially if the 
Administration does not balance its budget and resorts to 
printing press money or further bank credit created by 
means of loans to banks. 

But the very strongest of all safeguards against inflation 
would be to revive the 100 per cent reserve system of the 
old Bank of Amsterdam which, as long as it was retained, 
worked perfectly. This 100 per cent principle was partially 
revived in 1844 in the English Bank Act and is still partially 
employed by the Bank of England. It is now seriously con- 
sidered in Congress. It could rid us of our two weakest 
spots, namely: (1) small reserve requirements and conse- 
quent “excess reserves” —a menace of inflation by the banks; 
and (2) the power of the Government to subordinate mone- 
tary policy to fiscal policy—a menace of inflation by the 
Government.—IRvING FiIsHER, Professor Emeritus of Eco- 
nomics, Yale University, before the SocreTy FoR STABILITY 
IN MONEY AND BANKING. 


previously earned and spent it. The only possible answer 
to the question, “‘Where does the money go?” is that “It 
just keeps on going.” 

The mention of large sums of money often causes people 
to wonder what they would do if they had it. The answer is 
that if it came to them by honest industry there would be 
little choice what to do with it. They would first have had 
to pay it out before they could receive it at all, and then, if 
everything worked well, it would return to them; but, in 
order to keep everything working well, they would im- 
mediately have to pay it out again.—W. J. CAMERON, Ford 
Motor Company, in a nation-wide broadcast. 
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ITHIN a span of the next six to nine months it seems 

quite logical that the Federal Reserve System and 
various governmental agencies have it within their power to 
control, within reasonable limits, the level of money rates. 
Their pride and their beliefs would seem to argue against 
a substantial tightening from present levels. Relative sta- 
bility in the bond market in terms of yield does not denote 
pleasing stability in price because a variation of a quarter of 
1 per cent in a 30-year bond means approximately a five 
point variation in price and a variation of .15 of 1 per cent 
in a 30-year bond means a variation of three points in price. 
Multiply price variation in points by the number of bonds 
owned, set the aggregate variation against your capital 
funds, and interesting results will be revealed. 

As we progress beyond the six months period, the ever- 
looming struggle between “ Beauty and the Beast ”—in this 
case financial virtue and budgetary deficits—will become a 
larger and larger market factor. This leads to another point. 
It would seem most probable that the psychology of the 
bond buyer has been changed by recent developments. Prior 
to the break in the Government bond market, the buyer, 
even though admitting the necessity for caution in the 
back of his mind, was an expansionist in the sides of his 


Beauty and the Beast 


mind, for I am told that it is there that the motor centers 
of the brain are located. If, as some think, we have begun 
what will in retrospect turn out to be a long, slow downward 
swing in bond prices, then it seems to me most important 
for a banker to realize that in buying long-term bonds he is 
buying against the trend. In other words, even though there 
are recoveries after dips, yet if the secular trend is against 
him it seems to me he must be twice as astute as formerly 
when the secular trend was with him. Is not this in itself 
another argument for spaced maturities as a hedge against 
human fallibility? 

As to conditions beyond nine months from now, I have not 
yet seen any reasons advanced which would cause me to 
think that the laws of supply and demand and the lessons 
of history have been done away with. Accordingly, barring 
developments in the interim not now foreseen, it seems to 
me that one should expect a gradual rise in interest rates. 
I admit that drags can be placed on the free movement of 
economic forces but these forces are very strong and in the 
long run very immutable.—J. Harvie WILKINSON, JR., 
Vice-president, State-Planters Bank and Trust Company, 
Richmond, Virginia, before the BANKERS Assoct- 
ATION. 


Publicity Isn’t Enough 


MS understanding of public desires and reactions is an 
essential factor for bank administration under condi- 
tions that exist today, just as is a mastery of loan and invest- 
ment principles. 

One of the banker’s major problems is to establish and 
maintain a clearer understanding and greater sympathy of 
viewpoint by the public toward banks and bankers. There- 
fore, much of the work of the American Bankers Association 
is directed to that end. 

Some men seem to believe the solution lies along the line of 
publicity, advertising and propaganda. Doubtless, through 
these agencies much is accomplished toward promoting 
and fostering a better public attitude. However, these are 
not the only means which should be used, nor can the solu- 
tion be arrived at through them alone. In banking policies 
and methods of operations themselves there also exists a 
most powerful medium for promoting public relations. The 
problem of public relations for a bank is one of well-rounded 
bank administration—not merely one of the public relations 
department. 

Banking operations and policies of the past, even in the 


ly hardly seems necessary any more to extol the virtues of 

the single mortgage, paid off on a direct monthly reduc- 
tion basis. But as more prosperous days loom ahead with 
borrowers and buyers again seeking accommodation, I am 
a little apprehensive that second and third mortgages may 
attempt to re-enter the market. I believe we all agree they 
are unfair to the buyer-borrower and create an unhealthy 
Condition in the entire economic structure. 
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Modern Home Financing 


best of banks, were often so directed toward matters of 
technical soundness, that they frequently failed to sense 
popular viewpoints and sentiments. No doubt a bank’s 
operations should be based on considerations of sound bank- 
ing, rather than popularity, but wherever possible the opera- 
tions should also be coordinated with a sound public relations 
policy for the burden of improving public relations for bank- 
ing should not rest wholly on publicity, advertising and 
propaganda. Sound banking done in an unpopular way, may 
prove, under stress, not to have been so sound after all. 

We do not believe that a standardized, centralized, nation- 
wide public relations program by press, radio or otherwise 
can be successfully conducted from New York or any other 
place. Ours is not a program that pretends to revolutionize 
overnight the attitude of the public toward banking. We do 
not believe that can be done. But it is a program, sound and 
productive of results still flexible enough for adaptation by 
local banks and local groups to the conditions peculiar to 
their own environment.—F. N. SHEPHERD, Executive 
Manager, American Bankers Association, before the CoLo- 
RADO BANKERS ASSOCIATION. 


The insured mortgage from the borrower’s viewpoint is 
in every respect a safer method of financing a home, even 
though it may be harder to meet the initial requirement of a 
20 per cent cash equity, than to pay down only 5 or 10 per 
cent, finance the rest through second or third liens—and 
pay them off on a catch-as-catch-can basis at a higher rate 
of interest—STEwart McDonatp, Federal Housing Ad- 
ministrator, before the ILLInois BANKERS ASSOCIATION. 
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Report Form Standardization 


Now and then suggestions are received regarding the 
standardization of the bank report forms in use by the 
Comptroller’s office, the Federal Deposit Insurance Cor- 
poration, and the Board of Governors of the Federal Re- 
serve System, and in one or two instances resolutions have 
been passed by bankers’ associations requesting such stand- 
ardization. This subject has been given extensive considera- 
tion and deliberation by the Comptroller’s office, and by the 
other offices concerned. 

Section 5211 of the U.S.R.S. provides in part: “Every 
association (national bank) shall make to the Comptroller 
of the Currency not less than three reports during each 
year according to the form which may be prescribed by 
him”’, etc. Also, “That the Comptroller of the Currency 
shall have power to call for special reports from any particu- 
lar association whenever in his judgment the same are 
necessary to obtain a full and complete knowledge of its 
condition.” 

The forms prepared by the Comptroller’s office pursuant 
to that statute have been the result of nearly 75 years of 
experience with banking institutions. No suggestion has 
come from the national banks or the state member banks of 
dissatisfaction with these forms. 

The banks in the Federal Reserve System which use the 
Comptroller’s forms represent 85.33 per cent of the total 
deposit liability in all insured banks. The total deposit lia- 
bilities of these banks amount to $42,885,326,000. The state 
banks and mutual savings banks which are not members of 
the Federal Reserve System, but which are insured by the 
Federal Deposit Insurance Corporation, have $7,370,393,000, 
or 14.67 per cent of the total deposits in all insured banks. 

It would seem that less confusion would result if the banks 


having less than 15 per cent of the total deposits would 
adopt the present forms of the Comptroller, as far as prac. 
ticable. Absolute standardization is not feasible as certain 
items must be reported by national banks which are not 
reported by state banks. For instance, national banks are 
required to report reserves with the Federal Reserve bank, 
investments in stock in the Federal Reserve bank, and pre- 
ferred stock. None of these items is reported by state non- 
member banks. Some state banks have notes and others have 
debentures as part of their capital structure. It is clear, 
therefore, that it is impossible to adopt a standard form 
because of these and other variations. 

Up to the present time, the Comptroller’s office has not 
received any specific request from a state supervising au- 
thority to include additional items in our forms or to omit 
items at present in our forms. 

Inquiries have come to us from time to time regarding 
the classification of assets in national banks by national 
bank examiners as slow, doubtful, or loss. It may not, 
therefore, be out of place to reiterate the position of the 
office with reference to loans classified as slow as expressed 
before the Nebraska Bankers Association in November 
1934: “the examiners when classifying loans as slow should 
state briefly the reasons for such classifications, but should 
bear in mind that the responsibility for determining and 
taking such action as may be necessary to place such slow 
loans in proper bankable shape rests entirely with the 
bankers. The examiners, therefore, should refrain from 
instructing the bankers as to what course they should pursue 
with their customers whose paper is classified as slow.”— 
J. F. T. O'Connor, Comptroller of the Currency, before the 
IDAHO BANKERS ASSOCIATION. 


Moral Recovery 


F we are to have real economy—real reform in Government 

administration—a thorough study should be made by a 
non-partisan congressional body wholly free of domination of 
the Government. Obviously, until some such comprehensive, 
intelligible picture of our Government machinery is pre- 
sented and interpreted, all talk of tax reduction or tax 
increase is both premature and futile. 

Comparing appropriations made on such a basis with the 
volume of ascertainable revenues under our existing system, 
it will then be merely a matter of simple arithmetic to de- 
termine whether we have a surplus or a deficit. If a surplus, 
then we may proceed to reduce the public debt. If a deficit, 
Congress will be justified in seeking new tax fields to con- 
quer, the first of which might properly and profitably be 
the stronghold occupied by that vast army of men and 
women who now enjoy immunity, for no other reason than 
that they have succeeded in getting on the public payroll. 

Whenever these interwoven projects and plans that are 
now taking form in the public mind, all calculated to provide 
better government at less cost, ultimately become operative, 
and when the old balance between authority and responsi- 
bility is restored, then it will not be “the exclusive few”? who 
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will garner the blessings under this swift moving program 
of sanity, economy, efficiency and restraint. On the con- 
trary, these blessings will flow into every home and cheer 
every heart throughout the entire land. 

When the Government borrows less, it isn’t the banker 
who is benefited. He is merely the intermediary between the 
45,000,000 depositors and the Federal Government. From 
a monetary standpoint, he personally may have little at 
stake, but from the standpoint of moral responsibility, he 
occupies an important, an honorable, a responsible position. 
He is the unofficial custodian of the people’s holdings and 
savings. With Government borrowing reduced, less of the 
depositor’s money is demanded. More of it can be put back 
into private, constructive, profit-making enterprise, with 
increased returns to the depositor for the use of his money. 

It will automatically put an end to the shrunken and 
shrinking rates of interest to our depositors as the result 
of Government borrowing, for the use of their money placed 
in our keeping. That’s what this whole program means to 
America’s depositors who have suffered such staggering 
losses. That is why they are keenly anticipating this turn 
in affairs. 
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It means to every one who has life insurance that when 
his policy matures it will not have been reduced in value, 
in purchasing power. It will mean that his anticipated old 
age security and comfort will be realized. 

It will mean to our endowed institutions that their finan- 
cial integrity is assured; that they will not be obliged to 
curtail their activities or close their doors because of revenue 
losses brought about by depreciation in the value of their 
holdings and securities. 

It will mean to the army of professional people—the 
teachers, the lawyers, the doctors, to all classes who look 
forward to the day when their promised pensions will be 
made available—that they will be able to meet their daily 
needs and obligations with the help of this supplementary 
assistance assuring them a happy, independent old age. 

It will mean to the farmer that his substance will not be 
eaten up through increases in costs of the many forms of 
government under which he lives. It will mean that for his 
own use, for his added comfort, and for the education of his 
children, he may enjoy the margin of profit to which he is 
entitled, as a result of his own productive toil and saving 
upon his own acres. When assistance comes to him, it will 
not be by subsidy, not through the application of some high 
sounding philosophy, but rather through a practical, well- 
planned cooperative movement within his own ranks, di- 
rected by men of experience and training in the practical 
problems of agriculture. It will come through a program 
that will keep alive that fine spirit of self-respect and inde- 
pendence which has traditionally characterized the Ameri- 
can farmer and which has shielded him from the curse of 
peasantry and serfdom. It will save him from the humiliation 
of being capitalized, as a complaining public charge or a 
convenient political pawn. 

To all Americans, it means the stimulation of civic con- 
sciousness and community pride; a heightening of our spir- 
itual aspirations; renewed faith and hope in the hearts of 
the people; the restoration of personal pride and confidence. 
It will mean the permanency of our democracy. 

When the budget is finally brought into balance, a tax 
conscious public will have been created through the broad- 
ening of the tax base. 

In speaking of recovery, we are disposed to think of it in 
terms of dollars and cents, of increased earnings, greater 
volume of output, more men on the payroll, increased car 
loadings, more of everything being manufactured and sold, 
more of the material things of life. 


There is another phase of recovery in which we should be 
deeply concerned—recovery of our mental poise, our straight 
thinking, our moral strength, and the awakening of our 
civic consciousness and a greater appreciation of our social 
responsibility. 

We must, however, recognize that the difficulties in the 
way of budget balancing are not measured merely in dollars 
and cents, but in terms of mass psychology and political ex- 
pediency. Every dollar extravagantly spent was a promise 
that another dollar would be spent. Every voter who cast 
his ballot in approval of such expenditures is a voter who 
may be lost by their cessation. Every Congressman knows 
this. The budget can be balanced today, but it will not be 
balanced until Congress understands that a majority of the 
people of this country demand it be balanced. When the 
great army of thrifty Americans understands the facts, 
that demand will be promptly forthcoming. 

There is real cause for encouragement in the increasingly 
frequent expressions from Washington as to the necessity 
of balancing the Federal budget, and certainly it is our 
duty to assist to our utmost in bringing this about. 

Probably even today no one would suggest that the 
Government could forever continue to spend in excess of its 
revenues. Therefore, everyone will admit that a balancing 
of the budget at some time is essential to the continued 
prosperity and welfare of the nation. If we were prepared 
to admit that the budget could never be balanced, then 
necessarily we would be obliged to concede national bank- 
ruptcy with all that portends. 

If we say the budget can be balanced, then when, let me 
ask, will there ever be a better time than today in which to 
do so? Are we to wait until another depression hits us? Are 
we to wait until perhaps we are confronted with the expenses 
of a war? Certainly not! 

It matters not in the least what our views have been in 
the past as to the spending program of the Administration. 
When an about-face is suggested, when savings are proposed, 
when a balanced budget is announced as an aim of the Gov- 
ernment, we—every one of us—in our own interest, as well 
as in the interest of our depositors and of the country, must 
recognize the importance of doing everything to aid the 
Administration to save a great country from national bank- 
ruptcy.—OrvAL W. Apams, Executive Vice-president, Utah 
State National Bank, Salt Lake City, and First Vice- 
president, American Bankers Association, before the NEw 
JERSEY BANKERS ASSOCIATION. 


20 Checks for $1 


L fomany I believe that the greatest good can eventually 
come from large scale research, the organization and 
cost of which is beyond the means of the smaller banks, 
nevertheless there is research that can be done by the smaller 
organizations that can reflect immediate progress and profit. 
A year and a half ago I set out to find a means of com- 
paring the results of each of the five offices of my own bank 
in their respective five Virginia cities related to their respec- 
tive opportunities for service to the people in each town. 
We finally decided that the white male adult population 
would be a fair and representative common denominator by 
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which measure each office could determine its own relative 
effective operation in the community. 

We then determined what per cent of the total white male 
adult population of the five cities was represented in each 
town. Richmond, for example, had 41.5 per cent of the total 
of the five cities. We then took Richmond’s individual bal- 
ance sheet and determined the percentage of its resources 
and liabilities to the total balance sheet of the whole bank. 
And then determined the percentage that office had of the 
number of accounts being served in the various brackets, 
such as checking, savings, loans, and lock boxes. 
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We found that in one branch the number of checking 
accounts was 75 per cent below what the number should be 
related to its population. Why was this—management, 
quarters, terms of service charges, or what? We operated all 
personal checking accounts in conformity with the local 
clearinghouse rules; and upon comparison found that the 
rules in the city of 25 per cent effectiveness were the most 
burdensome. 

We went to the local clearinghouse with our story and 
suggested that the whole matter of service charges on per- 
sonal checking accounts be looked into, based on our find- 
ings. We were told that these rules had been adopted in 1921 
and had never been changed since, and that there was neither 
interest in nor occasion for any change now. We pointed out 
to no avail that perhaps the public would respond better 
to a more modernized version of service. Again we were 
advised that the local banks were quite satisfied, that the 
situation was just as they would like it. 


fee present problem of international trade is one of inter- 
national economy and concerns itself with the questions 
of international monetary stabilization, the international 
gold standard, the abolishment or modification of quotas, 
import restrictions, clearing regulations, and a number of 
other minor and collateral influences, affecting international 
trade. 

The instability of exchanges is a serious deterrent to 
international trade, but its effects, at least over a long term, 
can be exaggerated unless in a particular case there is a 
decided overvaluation of the currency of the particular 
country. The important and counteracting result from a 
marked disparity in exchanges is that it normally leads to 
increasing tariffs and other measures which nullify this dis- 
parity although the unfortunate result is that international 
trade is further dislocated. A stimulation in exports may be 
secured by a nation through devaluation but the gain is 
temporary because it not only leads to reprisals by other 
nations but also ultimately leads to decreased imports and 
higher costs of living in the country seeking to be benefited 
by devaluation. 

One of the most encouraging aspects of our international 
trade has been the upward trend of imports during recent 
times. This is not only a result of our industrial recovery and 
our increased purchasing power but it is also supplying a 
method by which the foreign consumers are able to get 
needed dollar exchange to buy our own exports. About 80 


Trade Means Trade 


To carry out our research to a practical point, we offered 
the modernized popular checking account service of 20 
checks for $1, with no minimum balance required and no 
other service charge made. 

In just four months’ time the number of accounts opened 
and remaining on the books was 100 per cent greater—double 
the number—than the old style personal checking account 
that had been developed in four years and four months 
since we first offered checking account service in that city; 
although we continued to offer both services. 

That the streamlined service of 1937 so remarkably out- 
sold the T Model of 1921 is of course not surprising. We only 
arrived at the awakening ourselves, however, by a small 
program of research that opened our eyes to a need for some 
other service and the lack of that service in a given com- 
munity.—THomas C. BousHaLt, President, The Morris 
Plan Bank of Virginia, before Group IV, Vircinia BANKERS 
ASSOCIATION. 


per cent of our imports represent either raw materials for 
use in the manufacturing industries or food products. It 
seems to be difficult for the average American to grasp the 
elementary fact that if we expect to sell in foreign markets, 
especially in view of our heavy creditor position, we must 
be willing to buy. Indeed, it is rather remarkable that our 
own export trade has been able to recover as much as it has 
in view of the fact that at the end of the war we had a net 
creditor position of about 14 billions of dollars which was 
further increased later, and in view further of the fact that 
we continued after the war to increase our tariffs. 

But, however encouraging the recent statistics of foreign 
trade in our own country may be, the outlook is not com- 
pletely reassuring. The European nations as well as many 
others are using a large part of their national income for war 
armaments and war preparations. Such expenditures are 
uneconomic for they do not permanently contribute to the 
well-being of their people. In our own case, we continue to 
increase our share of the world’s gold and silver. We are the 
greatest creditor nation in the world, but both by legal 
prohibition and national sentiment we have no disposition 
to make permanent investments of our capital in foreign 
nations. The future progress of our foreign trade—of our 
exports in particular—depends largely on the question, 
“What are we willing to buy?”—W. F. Gepwart, Vice- 
president, First National Bank in St. Louis, before the 
NorTH AMERICAN FOREIGN BANKERS ASSOCIATION. 


Steering Trusts Through Inflation 


HE effect of such inflation as would result in a substantial 
decline in the purchasing power of the dollars paid to trust 
beneficiaries appears likely to be harmful to all trust bene- 
ficiaries. All trust beneficiaries, however, are not likely to 
suffer to the same extent. The trustees who by the terms of 
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the trust have the fullest and widest and most specific 
authority to do so may be able to take partially effective 
measures that may be as effective as those which indi- 
viduals may take. This does not mean that they can act 
with the same freedom from restriction as individuals. My 
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thought is rather that the greater freedom of individuals 
will as a practical matter be offset in the case of most indi- 
viduals by inferior sources of information and by the in- 
ability of most individuals to devote their time to a day-to- 
day study of investment and economic conditions such as 
goes on in the investment organization of a trust institution. 

The ability of trustees to take effective action in the event 
of inflation gradually decreases as their authority to exercise 
discretionary investment power decreases until we come to 
trusts in which investments are definitely limited to statu- 
tory lists. Here, apart from such offset as may result from 
ownership of real estate acquired at foreclosure, harm done 
in the event of inflation is likely to be considerably greater. 

The situation of persons dependent on annuities, pen- 
sions, life insurance settlement options and similar sources 
of income that is definitely fixed in dollars is much the same 
as that of beneficiaries of these most restricted trusts. 
Possibly their situation may be a little worse in that if 
rents on foreclosed property increase, or if the trustee can 
supplement income from principal, the trust beneficiaries 
may get more dollars (even though their dollars may buy 
less), while those dependent upon contracts cannot expect 
to get more dollars than their contracts call for. 

All, however, appear to be facing the likelihood of harm 
in the event of a substantial decline in the purchasing power 
of the dollar. All, therefore, appear to have a common inter- 
est in combatting dangerous inflationary tendencies.— 
James W. ALLIson, Vice-president, Equitable Trust Com- 
pany, Wilmington, Delaware, before the SOUTHERN Forum, 
SOCIETY FOR STABILITY IN MONEY AND BANKING. 


Investment Quandary 


IS spite of the radical change in the character of bank 
assets, the law of New York still ignores the investment 
problem and devotes its pages to loans and discounts, while 
many bankers unable to find an alternative continue to ex- 
pand an already swollen investment portfolio. I am not 
suggesting that this subject is one which can be adequately 
dealt with by legislation. In fact, our experience in providing 
a legal list for the guidance of savings banks illustrates the 
difficulties of attempting to prescribe sound investment 
policy through legislative enactment. By the exercise of its 
supervisory powers the State has endeavored, with a con- 
siderable degree of success, to improve the quality of invest- 
ment portfolios. The problem, however, is essentially the 
responsibility of individual bank management. The State 
may prescribe or recommend general rules and standards, 
but it remains for the officers and directors to note the trends 
of the times and to weigh their influences upon the various 
classes of securities available for bank investment. 

For years the State of New York recognized railroad 
securities as basically sound by approving them as invest- 
ment for savings and trust funds. Two years of depression, 
however, taught us that even this class of securities was not 
immune to the downward trend of the business cycle. In 
December 1932, of the seven billion dollars of railroad securi- 
ties on the legal list, five billion would have been ineligible 
for investment had it not been for the so-called moratorium 
which waived certain requirements relative to earnings in 
elation to fixed charges. 
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‘THE character of a bank 
is reflected in the character 


of its customers. 


Central Hanover numbers 
among its correspondents a 
representative list of the na- 
tion’s oldest and strongest 


banks and trust companies. 


CENTRAL HANOVER 
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The average banker who shared in this experience prob- 
ably feels that he was merely a victim of circumstances. 
Perhaps he was, but obviously if he could not rely on the 
ultimate security of so basic an industry as the railroads, 
certainly he is unjustified today, except after the most care- 
ful scrutiny, to extend long-term credit to less important 
enterprises, the success of which may be threatened at any 
time by the loss of a patent suit, a shift in population or 
public habits, or the death of a single dominating executive. 

Municipal obligations constitute another class of securi- 
ties which for years have enjoyed legislative endorsement 
for various purposes and hence were frequently purchased 
without question by individual and institutional investors. 
Recent experience, however, has shown that even this type 
of public obligation cannot be accepted without reference to 
the financial policies and standing of the issuing community. 

We all recognize that a loan should not be made to private 
industry without a careful appraisal of the management, the 
outstanding debt, and the prospects for future income and 
profits. All too frequently banks have failed to apply these 
tests to municipal borrowers with the result that they have 
suffered loss, or been forced to accept refunding obligations. 

The issuance of special assessment bonds to finance the 


development of real estate subdivisions; the financing of 
recurring costs by borrowing; the creation of new taxing 
authorities when the legal debt limit has been reached; the 
enactment of homestead exemptions, and the imposition of 
tax limitations, are some of the practices which have taught 
us that sound municipal credit is not to be assumed from 
outward appearances of prosperity. By recognizing the 
implications of practices such as these, and by pursuing a 
policy of discrimination in the purchase of municipal obli- 
gations, bankers will not only protect their deposits but at 
the same time will perform a public service by discouraging 
expenditures which tax collections do not justify. 

I realize that the work of a banker in helping his city or 
village to put its house in order is seldom recognized, and 
that more often than not his efforts are criticized if coupled 
with a plan to reduce public expenditures. The banker can- 
not afford to be discouraged by such incidents. As trustee for 
large sums of money which are invested in public securities 
he not only has a right but a duty to exert such influence 
as he properly can to persuade all units of government to 
adhere to sound policies of public finance.—WILLI1Am R. 
Waite, New York State Superintendent of Banks, before 
the NEw York STaTE BANKERS ASSOCIATION. 


Sound Liberalism 


i this day when new ideas and ideals are sweeping over the 
world and bringing great social changes, we in the United 
States cannot hope to escape some grave economic problems 
and important changes in our national life, and if we bankers 
wish in future to retain the high place we have occupied as 
leaders of American thought, we must see to it that our atti- 
tude of mind toward these new problems is one based on 
sound liberalism rather than on Bourbonism or Stand- 
patism. 

This applies not only to the changes going on in banking, 
but also to the many new forces in our social and political 
life for which all of us are responsible. Changes of momentous 
importance are going on in our financial and economic struc- 
ture and many new problems are pressing for solution. 
Fortunately the appeals of those who would like to overturn 
the established traditions of American life and embark on 
some wholly new and revolutionary course have not pre- 
vailed, but the struggle between the two opposing forces 
of traditional American individualism and governmental 
paternalism still goes on. New leaders have arisen who 
sometimes wisely, sometimes not wisely, are leading the 
masses of our people in their demands for a greater share 
in the material benefits of our nation’s wealth and prosperity. 
Often these demands are so extreme that their fulfillment 
would inevitably lead to new problems, such as undue in- 
flation and economic unbalance, and we know that in the 
long run it is not feasible to distribute to any class—employer 
or employee—a greater proportion of wealth than they 
contribute to the social pool by their economic efforts. 

Excessive demands must somehow be guarded against, 
and we should do our part in that direction. We must rea- 
lize, however, that these social movements cannot be stopped 
by simply attempting to dam up the forces which are run- 
ning in the direction of giving the masses relatively higher 
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standards of living; the danger is that unless these people 
gain their ends of bettering their condition constructively 
they will sooner or later bring about such changes destruc- 
tively. It behooves us, therefore, to prove that we are not 
Bourbons—“ devoted to the ideas suited only to past con- 
ditions” —but that we are sound liberals willing to con- 
tribute in our thinking and in our attitude to the efforts 
which wise leaders are making to reach constructive satis- 
faction of those demands for higher standards of living for 
all of our people which are arising with such irresistible 
force, and which will not be denied. 

I believe that through liberalism in their attitude both 
toward employes and toward the public, American business 
houses and industries have the power in their own hands to 
minimize social unrest and combat communism, if they use 
their power and influence intelligently. 

The same sort of sound liberalism has lately been evi- 
denced by bankers in dealing with the new problems we are 
facing in our own field of activity. Never before in the history 
of America has so much been done within so short a space 
of time for the improvement in our banking structure as 
has been accomplished in the past four years. The new laws 
put on our statute books were not—as in former years— 
put there in spite of banker opposition, but rather as the 
result of banker cooperation. There has been a real determi- 
nation on the part of the banking fraternity so to improve 
our banking structure that it will not only serve the country 
adequately in time of prosperity but will also be able to 
stand up against the forces of destruction which inevitably 
come in periods of economic depression and business reaction. 

Both our banking authorities and the banking profession 
have now set their faces resolutely against the return of 
weak banking and over-banking through the indiscriminate 
issue of charters to persons unqualified to engage in banking 
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or for banks in locations where there is no economic justifica- 
tion for additional banking facilities. It is our clear duty to 
lend the support of the banking profession to the state and 
national banking authorities who are sincerely trying to 
maintain the strength of our banking structure by not re- 
peating the fatal mistakes of the past through the over- 
chartering of banks, and by requiring the strictest compli- 
ance with our new laws on the part of the management of 
banks. 

Under all the circumstances no one of us should be in- 
tolerant, in principle, toward the objectives of sincere social 
welfare legislation, but we must take care lest the multi- 
plicity of governmental activities for social relief will so 
heavily increase taxation as to crush individual initiative 
and become a serious deterrent to the proper development 
of business and industry. Nor should we permit the public 
to live under the illusion that our Government is so rich 
that it can go on indefinitely making any expenditures it 
cares to make without serious harm ultimately befalling 
the nation—R. S. Hecut, Chairman of Board, Hibernia 
National Bank, New Orleans, before the ALABAMA BANKERS 
ASSOCIATION. 


Monetary Dilemma 


[ governmental deficits continue, the banks will be ex- 
pected in the future, as in the past, to absorb increased 
quantities of the public debt, which means that any possi- 
bility of credit control will be eliminated. 

The monetary authorities thus face a real dilemma. The 
control of expansionist tendencies in credit assumes a bal- 
anced budget. The control of credit presupposes higher rates 
of interest, the elimination of excess bank reserves and a non- 
expanding volume of credit. It was to control expansionist 
tendencies that member bank reserves were doubled through 
administrative action and that gold imports have been 
sterilized since the middle of December. 

On the other hand, the continuation of budgetary deficits 
will require the maintenance of low money market rates 
of interest, the enlargement of member bank excess reserves 
and will assume a continued expansion in bank credit. 

The inconsistency in the monetary policies of the Ad- 
ministration was given sharp emphasis by the action of the 
Federal Reserve banks in initiating a security buying pro- 
gram the first part of April. These purchases served to nullify 
in part the previous action in raising member bank reserve 
requirements and in sterilizing gold. 

Recent developments have brought us to the fiscal cross- 
roads. To check inflation, we must balance the budget in 
order that we can exercise adequate credit control. So long 
as the budget remains unbalanced, it will not be possible to 
exercise effective control over the credit volume. 

Price inflation can only be checked through a general 
control of credit in the restriction of its use to trade needs. 
The problem cannot be solved, as the Administration ap- 
parently believes, through the fixing of individual prices. To 
inflate credit with the one hand through budgetary deficits 
at the time that separate prices are being fixed through 
Some new N.R.A. with the other will inevitably lead to the 
withdrawing of commodities from the market and to the 
establishment of illegal markets, both of which will make 
the situation worse. 
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The Investor of average 


means, who can acquire investments only 
by the systematic saving of relatively 
small sums, frequently looks to the bank 
executive or to the investment banker 
for guidance toward a safe start. Clearly, 
then, one of the first responsibilities of the 
adviser is to be well-informed on all the 


many safe, conservative, and practical 


methods of saving and investing. Financial 


Program Foundations was formed to pro- 


‘vide authoritative information about the 


investment plans of its twelve progressive 


‘members. May we send this to you ? 


Financial 


Program Foundations 
1522 Locust Street - Philadelphia 
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The future of the rate of interest is bound up with the 
prospects of a balanced budget. If the budget is balanced, 
which means that measures of credit control can be taken, 
there should be no marked rise in the long-term rate of inter- 
est. The pent-up investment demand and the requirements 
of the Social Security Act should both operate to hold down 
long-term rates. The short-term rate of interest would be 
expected to rise to the level of the long-term rate of interest, 
which would be a salutary development in checking the use 
of bank credit as a substitute for capital and consumers’ 
income. 

If the budget is not balanced forthwith, which assumes 
that measures of credit control cannot be instituted, the 
long-term rate of interest will experience a rapid rise as 
commodity prices increase. The short-term rate of interest 
can be held down for some time by monetary manipulation. 
The widening differential between the two will mean that 
Government fiscal requirements will be financed more and 
more by increases in the floating debt. The rise in the long- 
term rate will force banks to take large capital losses in the 
event that their long-term bond portfolio is sizable, unless 
Government officials permit the carrying of bonds on the 
balance sheet at par. 

All that this means is that if we are to control inflation 
we cannot monetize the rate of interest at any particular 
figure. Interest rates must be allowed to seek their com- 
petitive level. The Reserve authorities’ action in buying 


securities is an ominous indication of the impossibility of 
taking measures against a boom as long as the deficits” 
continue. 

Assuming that the budget is in balance, trends in ing 
assets will depend upon the policies followed by bankers ag” 
well as upon developments in the business community. Ingo. _ 
far as the banking fraternity has control of the situation, it 7 
should not repeat the mistakes of the 20’s in extending ” 
bank credit to finance real estate mortgage needs and instal. | 
ment finance needs. Capital asset inflation of this type would 
serve only to accentuate business fluctuations. 

Fundamentally, banking trends depend upon the fiscal 
policies of the Government. Once the reason for expansion 
has been removed from this quarter the banking community 
will be able to devote itself to its real function of trade _ 
finance. 

We will then be able to separate the temporary from 
the permanent forces in the money market as well ag 
in the financial and business organization. We will be 
able to state with some conviction whether new methods of 7 
trade finance have evolved and whether the commercial 
functions of banks have declined. Trends in bank portfolios ~ 
over the past three years do not reflect permanent forces, | 
but rather give evidence of a pathological situation in the 
money market.—BENJAMIN Haccott BEcKHakt, Associate 
Professor of Banking, Columbia University, before the 
CALIFORNIA BANKERS ASSOCIATION. 


A Weather Eye on the Bond Market 


] WOULD not look for a major permanent decline in the 
bond market until the Federal Reserve banks sold bills 
or securities. They would hardly do that (except to limit 
excess reserves perhaps as an offset to further gold imports, 
if the Treasury gives them back the job of sterilizing un- 
wanted gold) until the banks were borrowing substantial 
amounts. 

The first real danger signal will probably be an increase in 
rediscounting, and the final warning an advance in the re- 
discount rate. 

If confidence is reestablished, so that bankers are again 
inclined to utilize their full resources to earn as high a return 
as possible on their capital funds, they probably will not 
sell bonds yielding 24 or 3 per cent to satisfy what appears 
to be only a temporary need, when they can borrow from 
the Federal at 114 per cent, and the Federal is there just 
for that purpose. 

That is admittedly a very bullish forecast and one that is 
not concurred in by many. 

The sacrifice in yield required to approach a 10-year 
balanced maturity position today is much less than it has 
been for several years. I suggest, therefore, that you now 
lay out a maturity schedule that you would like to arrive 
at during 1937. 

In spite of the improved outlook for business and earnings, 
I would confine bank investments largely to highest grade 
and high-grade issues, with only a few “A” grade issues, 
and, of the latter group, I would purchase as many desirable 
convertibles as were available, below or close to the call 
price. 

Any bank portfolio must of necessity be heavily weighted 
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with U. S. Government issues. Relatively they are, in my | 
opinion, still cheaper than any other group of securities, © 
and a portfolio which was 100 per cent Governments would 
not violate any conservative rule of diversification. Govern- 
ment securities in themselves are the last word in diversifica- 
tion, because of the broad taxing powers of the Federal 
Government, plus their availability for borrowing from the 
Federal Reserve banks. 

Now that the Supreme Court has handed down its decision 
on the Social Security Act, a possible threat of a sharp 
reaction in U. S. Governments has been removed. 

If you can assume, as I do, that business men and investors 
will gradually lose their worst fears and gain confidence, we 
may well compare the position of the bond market today 
with that of 1924. For several months in that year and 1925, 
commercial paper and call loans sold on a lower yield basis 
than U. S. Government bonds, just as they have for several 
years now. From that date until 1928, bond yields declined. — 

We cannot overlook the point, of course, that gold ex- | 
ports and Federal Reserve Board action may, at any time, 7 
bring about a radical change in the outlook for money rates. 
Barring some such change, you may well count upon at least 
a stable, and probably an improving, bond market which 
it will be well to utilize to put your bond account in such 
shape that when the next sharp price decline occurs, whether — 
because of economic conditions or another case of 1937 
“jitters”, you will not feel that you have “missed the 7 
boat,” even if you have failed to gauge the time of the move © 
and have held your account intact.—Harotp G. PARKER, — 
Vice-president, Standard Statistics Company, Inc., before 
the New York STATE BANKERS ASSOCIATION. 
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